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priations $234,692,370," being 'the post-office appropriations, and 
there remained $798,790,362.12. The Senator from Rhode 
Island admits that I have been fair at least to the other side 

· of the argument in estimating the revenue from internal tax 
at $255,000,000 and other sources at $64,000,000, making a total 
of $319,000,000; and deducting this from the sum formerly 
named, we are confronted with $479,790,3~2.12 to be provided 
from the customs receipts or through some other method of 
taxation, or explained away by the suggestion that although 
we make the appropriation we will not need the· money. I will 
reach that phase of it later. 

We a.re now led to an inquiry with respect to the amount 
which the present bill will probably raise at the custom-houses. 
Under the Dingley Act for the last four years there were re­
ceh·ed as import duties as follows : 

For the year 1905, $261,798,857; for the year 1906, $300,-
251,878 ; for the year 1907, $332,233,363 ; for the year 1908, 
$2-86,113,130. ,. 

I mentioned these receipts simply that we may bear them in 
mind when we come to estimate the receipts for the coming 
two yea.rs. 

The chairman of the Finance · Committee has said that upon 
the impocts of 1907 the bill before us, if it had been applied 

· to the · imports, would have raised $8,000,000 more than was 
. raised by the existing law, and I accept his judgment as to the 
co-mparative efficiency of the two schedules. 

Mr. ALDRICH. I should like to modify that. 
Mr. CUM.MINS. The Senator wants to modify that state­

ment by somewhat increasing the amount? 
l\Ir. ALDRICH. I should say if the bill passes both Houses 

in the form it now stands in the Senate, we woulq receive 
$15,000,000 more of revenue than would be received under the 
old law in any current year. Taking the estimate of 1907 as 

. a basis, that would give us $347,000,000 of receipts during the 
next .fiscal .year. If the bill as if now stands should become a 
law, I state without the slightest hesitancy that the receipts 

· from customs would exceed $350,000,000 in the next fiscal year. 
Mr. CUMMINS. I knew we had raised the duties very often 

and very high, but I did not suppose that we had produced any 
such effect as this upon our imports. 

Mr. BRISTOW. l\1r. President--
The VICE-PRESIDENT. Does the Sena.tor from· Iowa. yield 

· to the Senator from Kansas? 
Mr. CUMMINS. I do. 
Mr. BRISTOW. I suggest the absence of a. quorum. 
Mr. CUMMINS. I hope very much the Senator will not do 

that. 
Mr. ALDRICH. I am quite willing, if the Senator wishes, to 

make a motion to adjourn. 
Mr. CUMMINS. My remarks a.re going to be longer than I 

intended. I expected to complete my remarks this evening. 
Mr. ALDRICH. It is quite convenient to me to make the 

motion. 
Mr. CUMMINS. Very well. 
Mr. ALDRICH. I move that the Senate adjourn. 
The motion was agreed to; and (at 6 o'clock and 16 minutes 

p. m.) the Senate adjourned until to-morrow, Wednesday, June 
30, 1909, at 10 o'clock a. m. 

SENATE. 

WEDNESDAY, June 30, -1909. 

The Senate met at 10 o'clock a. m. 
Prayer by the Chaplain, Rev. Ulysses G. B. Pierce. 
The Journal of yesterday's proceedings was read and approved. 

PETITIONS AND MEMORIAI.S. 

l\fr. KEAN. I present a telegram in the nature of a petition 
from the Building and Loan Association League of New Jersey, 
which I ask may be read. • 

There being no objection, the telegram was read and ordered 
to lie on the table, as follows: 

ATLAN'.I;IC CITY, N. J., 
Jime 29, 1909. 

Hon.U~~fe~ ffC:t~ S£nator, Washington, D. 0.: 
The Building and Loan Association League of New Jersey; in session 

this day resolved that if the corporation act does not exempt building 
and loan' associations from its provisions great injury will be done these 
thrifty members who are seeking homes out of their wage . earnings 
through the building-society system. We respectfully petition our 
Senator and Members of Congress to do all in their power to exempt 
building and loan associations from the provisions of corporation taxes. 
These societies lend all their funds to home seekers, who not only pay 
taxes on the homes they buy or build, but they form a community of 
peace-loving citizens always striving for the public good. 

JOSEPH A. MCNAMEE, Pt·esident. 
Attest: 

HOWARD R. CLOUD, Secretary. 

.Mr. FLINT. Mr. President, I suggest the lack o.f a quorum. 
The VICE-PRESIDENT. The Secretary will call the roll. 
The Secretary called the roll, and, after some delay, the fol~ 

lowing Senators answered to their names: 
Bacon Clay Gore Perkins 
Beveridge Crawford Guggenheim Piles 
Borah Culberson Hughes Root 
Briggs Cullom .Johnson, N. Dak. Scott 
Bristow Cummins Kean Simmons 
Brown Curtis Lodge Smith, Mich. 
Burkett · Davis Mccumber Smoot 
Burrows Dick McLaurin Stone 
Carter Dillingham Money Sutherland 
Chamberlain Flint Nelson Taliaferro 
Clapp Frye Oliver •.rmman 
Clark, Wyo. Gallinger Page Warner 

l\Ir. BRISTOW. I wish to state that the junior Senator from 
Washington [Mr. JONES] is detained from the Senate this morn­
ing on departmental business. 

The VICE-PRESIDENT. Forty-eight Senators have answered 
to the roll call. A quorum of the Senate is present. Are there 
further petitions and memorials? 

Mr. GUGGENHEIM presented a paper to accompany the bill 
( S. 2785) gra.n ting an increase of pension to Thomas H. Wal te­
meyer, which was referred to the Committee on Pensions. 

He also presented sundry affidavits to accompany the bill 
(S. 2640) granting an increase of pension to Joseph P. Theobald, 
which were referred to the Committee on Pensions. 

BILLS INTRODUCED. 

Bills were introduced, read the .first time, and, by unanimous 
consent, the second time, and referred as follows : 

By l\Ir. GALLINGER (by request) : 
A bill ( S. 2W9) for the prevention and punishment of cruelty 

to animals in the District of Columbia (with accompanying 
papers); to the Committee on the Dh:trict of Columbia . 

By Mr. GUGGENHEIM: 
A bill (S. 2800) granting an increase of pension to Lorin N. 

Hawkins (with accompanying papers); to the Committee on 
Pensions. 

AMENDMENT TO THE TA.RIFF BILL. 

Mr. DICK submitted an amendment intended to be proposed 
by him to the bill (H. R. 1438) to provide revenue, equalize 
duties, and encourage the industries of the United States, and 
for other purposes, which was ordered to lie on the table and 
be printed . • 

.SEP.ABATION OF THE T.ABIFF BILL. 

1\fr. GORE submitted the following resolution (S. Res. 62)", 
which was ·read: 

Senate resolution 62. 
Resolved, That the Committee on Finance is hereby instructed to 

arrange and report each separate schedule of the pending bill as a 
separate, distinct, and complete bill within itself, to the end that every 
Senator may have the opportunity to vote for or against each of said 
measures in accordance with his judgment, without being obliged to 
vote for or against the whole, and to the further end that the President 
of the United States may be enabled to approve or disapprove each· 
several measure upon its merits, and shall not be forced to the alterna­
tive of approving the entire measure as a whole, including what his 
judgment condemns, or else vetoing the measure as a whole, including 
what his judgment approves. 

Mr. GALLINGER. Let the resolution go over. 
The VICE-PRESIDENT. The resolution goes over, under the 

objection of the Senator from New Hampshire. 
Mr. GORE. .Mr. President, I should like to say that I had 

intended to make the request myself that the resolution go to 
the table subject to call. 

I wish to make a further announcement. I shall at an early 
day either ask for its adoption or ask that it be referred to the 
Jndiciary Committee, and I make that announcement for this 
reason: I wish to investigate further, and I wish to confer 
with my associates as to the technical right and power of the 
Senate to subdivide a revenue biH which under the Constitution 
must originate in the House of Representatives. · 

With the permission of the Senate, I should like to say 
further that I shall probably seek a report of the Judiciary 
Committee upon that phase of this question. In the meantime 
this resolution stands as an avowal of my own views as to 
what the Senate ought to do if it has ·the eonstitutional power. 

I have withheld this resolution until each and every schedule 
was .finally a.greed to. I have- withheld it until the cotton, 
woolen, sugar, and paper schedules were finally adopted . . I 
nave ·withheld it until I was convinced that the pending tariff 
bill is worse and will remain worse than the present tariff law. 
I withheld it until I was convinced that the President of the 
United States, in order to keep the word of promise to the hope 
as well as to the ear of the American people, ought to veto 
this measure when it is .finally passed by the two branches of 
Congress. 
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l\fr. President; Mr_ 0levelandJ cha.raeterized the Wilson-Oar- to. make a. confession o1i that sort with respect to. a bill brought 

man bill as an: act of party; perfidy and· party dishonor. There forward by myself. I will give some attention to that artic'-
is ne cIOubt that in the passage of. that bill the Democracy de- . ular phase: of the· matter a little bit later~ -

· faulted its, bond. There is no. doubt that the American people· Mr. CLAEP. Will the Senator. pardon.. me?. He· is alluding 
rebuked! and• repudiated the Democracy for that breachl of to pe@ple who are comfortable 01y uncomfortable. 
faith. In my judgment it wouid have been• infinitely be.tt'.Em The VI©ErPRESIDE~ Does the Senator from Iowa: yield 
beth· for · the fame of 1\ir; Cleveland and for the- fortunes of his ta the· SenatoP' from Minnesota?: 
par.ty :if he had vetoed that measure outright instead· of sut- Ml!.. CUM.MINS. I do. 
fering it to become a law without his approval~ l\fr~ CLAPP. J: also. notice by,· the ne..wspapers· that the' large 

I t seems. to me that the Republiean. pa.Tty is now following corporations are not uncomfortable. They are repoi:ted. as 
in the· footsteps of the I>emocrati"c party,. and that- it- may fol~ being satisfied with this proposition~ 
low that pa1>ty into either.· temporary or· permanent retirement. Mr. CUMMINS. I should think they would be exceedingly 
The Republiaa.n party is, now breaking. its plighted faith. It well satisfied with it. I can. hardlN conceive an instrument 
is now breaking its sealed and sacred covenant with the: Amert- better calculated to fllrther their desires than the-. amendment 
can people. I do not doubt that the· people. will rebuke arrd· now before the Senate. It is true it. levies some tribute upon 
repudiate the par~ for its violated faith and for their disap- . them, but not so much tribute or· under such· rigorous condi­
pointed: hopes. It will be betten for the fame: of Mr.- Taft. and~ tions as the amendment offered by the Senator from Te:x::a&, and 
better for the fortunes of his parcy if he should veto this Payne- myself. :L. shall have, occasion also· to examine that par.t of the 
Aldrich bilL this badg~if I may approprfate the phrase-of matter before I shall .have. finish~' 
party perfi'dy and'. dishon.er. · But I. r..esume an examination, of our financial conditfont b·e-

I cwnfess myself Iess. concerned about that fame· and· that · cause, as I said yesterday,. L would not fav.or an income tax or 
fortune than· I am foir the welfare; the :prosperity, and the a:n inheritance tax or any other sor.t of· a supplemental. revenue­
emancipatfon of the American consumer. The people· of this · producing measure if I did not believe we needed some supple­
country wm: not agacin be- cheated by the specious and: musiYe · ment. to1 our revenue:. I had: stated: yesterday that,_ deducting 
plea that the tariff should be revised by its· friendB and that the appr .. opriations for· the- post-al service, our appropriations 
the trusts· be curbed by 'their frfends. That is. a mild-mannered for the-fast session for· the year ending. June 30;.1910; aggregated 
remedy wfiich: is satisfactory in t~e · highest degree to the bene- $798,790,362.12: I had shown that our revenue: from all sources 
ficiarfes of the tariff and the< trusts, but this: nostrum will other thani custom-houses. would aggregate not more· than 
not again deceive and ensnare the victims of the tariff and the : $319,000,000, and the; Sena.:tm'.· :f?rom Rb.ode Island [Mi: .. ALDRICH.] 
trusts, the long.:.suffering American people. The President's admitted that my estimate of revenue. from oilier sources than 
veto is: the people's hope and: their only hope. the cust-0m-houses was rather more than less- than: it ought be. 

r may have something· further to- say upon this subject bef.ore I'. had showre that we· must. raise,. then, from. the- custom-houses 
the debate closes. or soma other· kin& of. taxation. $419-,700,362.12: It was a.t this 

The VICE-PRESIDENT-. The resoluti?n goes over. point: that the. Senator· from Rhode: Is.land. yesterday questioned 
the aecnra.l!y· of. my computation. It. was at: this point that fie 

TH]; TARIFF. declared there should. be: deducted; from this fund' so.me $90;000,-
The VICE~PRESIDENT. The- morning business is cfosed, 000, composed of an. item of $60,000,000: to· repla.ce on· to reim-

and the first bill on the calendar will be proceeded with. burse our. sinking. fund and $30,000;000 in order to make good 
The Senate, as in Committee of' the Whole; resumed the· eon- deposits- wh:tch had beeni made· by our national- banks for the 

sideration of the bill (H. R. 1438) to· provide revenue, eq_ualfze purpose of redeeming or- reUning theix circulating notes. 
auties, and encourage the industries of tlie United States, and I intend in a very few moments to give some. consideration to 
for other purposes_ the- Hem o:fl $60,000;000· fo:rr our sinking· fund and $30,000,000 for 

The VICE-PRESIDENT. '!'he· Senator from Iowa [Mr. the retirement of our national-bank notes. 
CUMMINS] will proceed. But it will be remembered· that the· Senafor· from Rhode Is-

Mr. CUMMINK- Mr-. President,_ I do not at all wonder that land. also' said that the expenses: of. the Government from.. year 
there is difficulty this-morning in securing a quorum-·- to year were notably an_d sensibiy Iess- than .our appropriations 

Ur. CLAPP. l\Ir. President-- year after year. In this the Senator from Rhode Island is mis-
The VICE-PRESlDEN'.Ur Does. the· Senator from Iowa: yield taken, if my information can be relied upon. 

to the Senator fron;i Minnesota:?· While l du no't intend: to go· into the- items· just now. I am 
Mr. CUMMINS. I do. having prepared a table showing the appropriations for the 
Mr. CLAPP. That awakens n suggestion in my mind. I year& 1900 to ·1906, inclusive. I will n0t come farther down, be-

auggest the want of a quorum. cause we do not secure a fair· comparison if we enter those years 
Mr. GU.l\IMINS: I hope the s ·enator from l\finnesota will in which the appropriations have. not yet been fully expended. 

withdraw-that suggestion. I ask leave to print- as a part of my remarks a table showing 
The VICE-PRESIDENT. Had the Senator yielded te the the: appropriations in these six years- and· the expenditures of 

·senator from l\Iinnesota? the Government for these six years. 
Mr. CUl\fMINS. I yielded to the Senat0r· from Minnesota. The VICE-PRESIDENT. Without objection, permission is 
The VICE-PRESIDENT. The Secretary will caU the- roll. granted. 
The Secretary called the roll, and the followihg Senators Tlie table is: as f-Ollows :. 

answered to· their names :' Total t·egula1· annual appropriations for 'fiscal y ear s as fol.lows: 
Bacon Clark, Wyo. - Gore Page l900-I90L_____________________________________ $_77 438 642 88 Bailey Clay Guggenheim Perkins 1901-1902------------------------- ----------- 6°05•, 980,· 355:. 99 Beveridge Crawfoirl Hey.burn Piles 
Borah. Culberson· Hughes Root i~~=~~8~:::.::::::=.::::::::::::::::::=::::::::::::::::::.::::::=::::::::::::::::::.::::::=:=:::::::::= ~~8,· ~U.· ~i~: S~ Brandegee Cullom ;fohnson, N. Dak. Scott 1904 1905 
Briggs Cummins Kean Simmorur. 1905-=.1906=~======-===========-=============== 639, 700, 555. 18 Bristow Curtis La; Follette Smith, Mich. 1~66_1907 673, 348; 314. 96 
Brown Davis Lodge Smoot· ------------------------------------- 739, 512, 865. 16 
~~~~~s ~f~gham ~gt!Furtir- ~~~la:nd Total eJJpendi tu1:os as shown by r eport of the Secr etar y of the Treasury. 
Carter Foste~· Money 'l1alia:fer:ro 1900-1901------------------------------------ $590, 068, 371. 00 
Chamberlain Frye N~lson. Warner l90?---~go2 ______________ .:. ______ ..,.__________ 621, 598, 546. 54 
Clapp Gallinger Oliver Wetmore 1902.-!. 03------------------------------------- 593, 038, 904.. 90 1903-1904 _________________________________ 640,323,4:50.28 

The> VICE-PRESIDENT. Fifty-two: Senat-ors· have answered 190!-1905____________________________________ 725, 984, 945. 65 
to the :roll ca ll. A quorum of. the Senate is present. The Sena- 1900.-1906_________________________________ 720,.105, 498. 55 
tor from Iowa will proceed~ 1906- 1907---------------------------------- 736, 717, 582. 01 

l\fr. CUl\il\fiNS. 1\ir .. President, r repeat that I do· not won- Mn: CUMMINS. This does not include permanent. annual 
dei: it is. somewhat difficult to secure a quorum this morning, appropriations· or. expenditures for such fonds as sinking fund, 
because it is uncomfortable in· every sense. The weather is currency-redemption fund, and the like; 
disagreeable. The amendment we a.re· eonsidering ought to The very fact tliat every· year we- are called' upon' to 
make people uncomfovtable. We· are told. by the: morning's supJ>lY deficiencies · in· our appropriations ought to be: a suf­
paper that the distinguished chairman' of the Finance C-Om- ficient answer· to the suggestion of the Senator from Rhode 
mittee has· gone upon a sea voyage; I hope that it is· true,. for Island. r therefore take tr as a matter established beyond 
he has not only earned a rest during the last few w:eeks,. but any reasonable doubt that for t~e year ending June 30, 1910, 
after the acknowledgment. which he made yesterday to the. we- must have from the custom-houses ot from. an. income tn.x 
Senate- with respect to. his motive- in bringing: forward the· or from an inheritance tax or from a so-called '~corporation 
amendment we are: now considering he- needs the inspiration tax " the· sum of< at least $479,000',000. 
and. the reeuperatiorr of a sea. voyage. I would want to· take· l. recapitula.ted: yesterday our receints. fromi the custom-houses 
a trip iasting about a thousand years if I should be compelled for the last ~our years. I will not repeat that ·statement, save 
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to say · that for the year ending June 30, 1908, we received 
$286,113,130. I suppose I might know, if I had been able to 
get to the Secretary of the Treasury this morning, just how 
much we had received for the year ending June 30, 1909, but I 
ha>e not been able to do so, and I therefore take the year 1908. 

The estimate of the chairman of the Finance Committee, 
made early in this matter, was that in the year ending June 30, 
1910, the bill which is about to become a law, I regret to say, 
would raise, if it applied to the imports of 1907, which was a 
year of extreme commercial and industrial activity,· $8,000,000 
more than was raised by the existing law. I accept his judg­
ment with respect to the operation of the bill that is about to be 
passed upon the imports of the year 1907. 

But I di sent from his judgment in other particulars: First, 
I do not believe that commercial activity wm be as conspicu­
ous in the coming year as it was in 1907, and for that reason 
his conclusions are well to be questioned. We have a better 
guide than that. I have ·taken, as the test of the present law 
upon the imports of the country, the experience of 1907 and 
the experience of 1909. I am now speaking of the amount that 
will be raised if we make no change in the law. I take the 
first . five months of 1907 and the first fi1e months of 1909. 
There has been a gratifying increase in the receipts at the cus­
tom-house~ for the year 1909-so much of it as has been spent­
as compared with the year 1D08. It is due, as I believe, to two 
cause -first, a renewed activity and partial recovery from ·the 
depression of 1907; but it is due still more to the fact that im­
porters know that we are about · to increase the duties upon 
many things, and especially .upon noncompetitive things, and 
they are importing all they can in order to secure the benefit 
of the lower rates of the Dingley law. I have not examined 
the details of the importations, but I believe that to be the chief 
reason for the larger imports of the last · few months. - But I 
nevertheless accept them, and accepting them, I find that for 
the first five months of 1907 we received at the custom-houses 
$140,111,014.2G, and for the first five months of the present year 
"·e received -from the same source $133,826,712.98. 

In this connection, .Mr. President, I. beg to present, and ask 
to have printed together with my remarks, a statement of the 
customs receipts by weeks and rponths from January 1 to May 
31, 1908 and 1909. 

The VICE-PRESIDENT. Without objection, the table will 
be printed in the RECORD. 

The table referred to is as follows : 
Statement of customs receipts by weeks and months, Janum·y 1 to 

May 31, 1908 and 1909. 

January: 
- First week..-----------------------------------· 

Second week--------------------------------­
Tbird week .. ----------------------------------Fourth week.. _______ ____________________ __ __ _ 

1908. 

$5, 386, 660. 24 
5,891,829. 71 
5,655,563.82 
6,337,552.28 

1909. 

I $5,4.58,190,59 
5,725,210.90 
5,442,326.37 
7,193,142.40 

Total for JanU!l!Y-------------------~------
1

1------i------23,271,60(1.05 23,818,870.26 

February: 
First week----- ------ ------------ ------------ -· 
Second week _____ -----------------------------
Third \Veek _________________ -- -----------------
Fourth week..---------------------------------

5,188,249. 74 6,236,098:39 
4,940,080.59 7,219,032.08 
5,~,092 .77 6,296,470.05 
6,538,508.11 5,720,809.5! 

'l'otal for FebruarY------------------------- 25,4.72,410.0S 22 , 475,931.21 I 
1=======:====== 

5, 215' 638 .36 
4,757,111.21 
5,598,506.67 

March: 
Fir t week..-----------------------------------· 
~~g~v:t~-----~-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_·::::':.-_-:_-:_-_-_-_-_-_-_-_ 

5,583,741.68 Fourth week..---------------------------------1----· 

7,565,376.21 
6,813,366.90 

" 
6,978,472.98 
7 ,274,520.38 

for the first five months of the present year our receipts are 
substantially 95 per cent of the receipts for a similar period for 
l.907. Therefore it is more than fair, as I think, in estimating 
our· revenue, assuming now that the Dingley law were to be 
perpetuated, for the year 1910 that we shall rece"ive 95 per cent 
of the receipts of 1007. Applying that proportion, it will be 
found that we can fairly expect from the custom-houses, upon 
the hypothesis of the Dingley rates for the year I am consider­
ing, $315,621,696. 

I now take the original estimate of the Senator from Rhode 
Island as to the effective difference between the Dingley rates 
in producing revenue and the rates of the bill under considera­
tion, and add that" estimate to the receipts that I have just 
mentioned, reached by the proportion indicated by the expe­
rience of the first five months of the year. I add $8,000,000 to 
these receipts, and find tbat we :may fairly expect during the 
coming year a revenue of $323,621,695 from customs. In order 
to make both ends meet, if we are to come out at the end of the 
year with no difference between our receipts and our expendi7 
tures, we must have four hundred and seventy-nine million and 
the odd thousands of dollars already mentioned. We therefore 
must supplement these sources of revenue by a,dditional tnxa­
tion, which will accumulate how much? One hundred and fifty­
six million one hundred and sixty-eight thousand six hun­
dred and sixty-seven dollars and twelve cents. If we do not 
create some revenue other than the law now authorizes, we 
shall be, at the end of the year upon which we are about to 
enter, $156,000,000 behind our expenditures authorized for the 
same. year. - . 

This is not a matter which can be looked upon with uncon 
cern. The -deficit, as we have already seen, has decimated our 
surplus to such an extent that we dare not invade it further 
Therefore it is our duty here in some manner or other to raise 
$156,000,0QO by an additional form of taxation. 

Mr. President, I have recapitulated this calculation in a table 
which I ask be inserted as part of my remarks. 

The VICE-PRESIDENT. In the absence of objection, per· 
mission to do so is granted. 

The table referred to is as follows: 

~J>f!r~~;at!~~~o~iZe<i::~::-=:~:::::::~~~~~~~~:~~~ $l,o~i:~it: ~~~:5~ 
- Total expenditures to be provided for-----­

Deduct appropriations for Panama 
Canal-------------------------- $37,000,000 

Deduct appropriation for Post-Office Department_ ____________________ 234, 692,· 370 

Estimated internal-revenue taxes ____ 255, 000, 000 
Estimated public-land sales and mis-

cellaneous sources _______________ . 64, 000, 000 
Estimated customs receipts_.:_ _______ 323, 621, 695 

1,070,482,732.12 

271,692,370.00 

798,790,362. 12 

642,621,G05.00 

Estimated deficiency on June 30, 1910___________ 156, 168, 667. 12 
Mr. CUMMINS. Mr. President, the only way in which it is 

attempted to reduce this deficit i~ by deducting $90,000,000 
appropriated at the last session of Congress-$60,000,000 for the 
reimbursement and use of the sinking fund and $30,000,000 in 
order to make good the money that has been deposited in the 
Treasury by the national banks and which has been covered 
by the Treasurer, I do not say unlawfully-I think probably 
he has the authority of law for it-but covered by the Treas 
urer into the general fund; that is to say, the Government of 
the United States at this moment owes the national banks of 
the United States more than $30,000,000, growing out of the 
fact that those banks, in retiring their circulation, have de­
posited with the Treasurer this sum of money, which has not 

Total tor March.. ____________ .: ______________ ·
1
======:====== yet been paid out by the Treasurer of the United States. 

April: I want now to consider the sinking fund. There is a great 
21,155,047 .92 28,631,736.47 

First week------------------------------------- 4,610,460.75 7,336,209.82 deal of misinformation with regard to our sinking fund. It is 
second week.--------------------------------- 4, 779,296.28 6,594,920.&t perfectly apparent that the Finance Committee regards our na-

~ ~~~~;'~~k..-::~:::::~:::~:::::~::::::::::~~~: ~:~:~~:~~ ~:m:f9Vi~ tional debt as a permanent institution, never to be paid off. 
1------1------ That is the only basis for deducting the $60,000,000 apj:lropri-

Total for April------------------------------ 20,562,060.89 28,031,600.75 ated at the last session. I am not going to enter this morning 

May: 
First week..-----------------------------------· 
Second \veek. ____ ------------------ ------ ____ _ 
Third 'veeJc_ __ -- -- -- -- ------------------ ____ -- -
Fourth week.-------------------------------

4,235,872.60 
4,998,869.59 
4, 764,849.51 
5' 415' 253 .15 

upon a discussion of the general pplicy of the Nation, whether it 
6,482,172.65 should or should not pay the national debt, but I do know that 
7,074,365.75 up to this time Congress has refused to consider the national 
6
7•380•837•37 debt as a permanent obliga.tion, and has insisted from time to ,934, 719.67 

1------1-~---- time upon such measures as would ultimately extinguish it. 
27,872,095.44 If Congress desires to change that policy, well and good; but 

Total for period, January 1 toMay 3L~--------- '=1=00=,fl!7=9=.=490=.92=.,= 1==1=33=82=6=71=2=9=8 until it does change the policy neither the Finance Committee 
Increase for 1909 ____________________________ ---------------- 26:947:2-22:00 nor the Treasm;er of the United States can interfere with it in 

Total for MaY------------------------------- 19,414,&tL85 

the slightest degree. 
The receipts tor tbe five months ending with the month of May, 1007, Long ago Congress provided that all gold coin received at the 

·were $140,111,0l4.26. custom-houses should be held as a sacred fund for the extin-
:Mr. CUMMINS. Mr. President, upon comparison of this guisJm;ient of the national debt and the payment of interest 

table and of the statement that I ha1e made, it will be seen that upon 1t. Long ago Congress declared that there should be 
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annually set aside a sinking fund of at least 1 per cent in order 
to pay off our bonds as they might mature or as they might be 
paid in the ordinary course of financial transactions. I was a 
little bit in doubt with respect to the matter, for I confess I 
have no great familiarity with the workings of the Treasury 
Department. I therefore addressed a letter to the Secretary of 
the Treasury upon the subject, which I now hold in my hand. 

I say, once for all, that nothing that I utter here must be 
construed into any criticism of the Treasury Department. If 
the- law has not been faithfully and accurately executed, it 
is by reason of a long-established custom, concerning which I 
see no great evil, but 1 it is sufficient to say that, in addition 
to the sinking fund which has been provided for by law, the 
Secretary of the Treasury : has authority to use any surplus 
funds that he may have in hand, not necessary for the ordinary 
expenditures of the Government, to retire or pay the bonds of 
the United States. The law, however, does not gi•e the Sec­
retary of the Treasury the authority, after he has used sur­
plus funds in that manner, to give to the sinking fund credit 
for the money paid out; nor did the law intend so to do. It in­
tended that as an additional facility for the payment of the 
national debt; and I agree that the Secretary of the Treaf'?ury 
evidently thinks that he is complying, and the former - Sec­
retaries of the Treasury have thought that they were . com­
plying fully with the law when they, in a moral way, if not 
in a legal way, charged up the payments made from the sur­
plus to the sinking fund. I mean they regarded the sinking­
fund law as complied with. 

I do not intend to read this letter in full. . But construed 
strictly-construed generously, I rather meant to say, because 
I shall come to the other phase of it in a moment-but con­
strued in the way that Secretaries of the Treasury have con­
strued the law and •giving full credit, there is still a deficit in 
the sinking fund at this time of $119,681,993.99. We are that 
much behind in the sinking fund as it has been designed by 
the law-I mean giving credit for the payment of the national 
debt out of the surplus, and not alone out of the sinking fund. 
Con~trued as the law is, the deficit in the sinking fund is 
$593~000,000. If .we had observed," as I think, with entire strict­
ness .the law, we would have to appropriate and put aside for 
the security of our national debt $593,000,000. 

Mr. President, these things being true-and · they are indis­
putable-it is not for any member of the Finance Committee 
to say that he can deduct with one sweep of the pen $60,000,000 
intended in part to r~imburse the sinking Jund. 
. Mr. DIXON. l\fr. President--

The VICE-PRESIDENT. Does the Senator from Iowa yield 
to the Senator from Montana? 

Mr. CUMMINS. I do. 
Mr. DIXON. What f}re the provisions of law regarding the 

sinking fund? 
Mr. CUMMINS. As I understand, Mr. President, there are 

two provisions. One provision requires the Secretary of the 
Treasury to segregate all the gold coin paid at the custom­
houses for import duties to be held as a 'fund for the payment 
of the interest upon the public debt and for the final payment 
of the debt itself. When it is remembered that import duties 
are payable only in coin, the effect of that can be very readily 
appreciated. Further, there is a statute which provides that a 
sinking fund shall be created of at least 1 per cent per year for 
the payment of the national debt. 

l\Ir. DIXON. One per cent of the customs duties? 
Mr. CUM.MINS; One per cent of the debt; that is, as I 

construe the law, in aadition to the segregation or separation 
of the gold accumulated at the custom-houses for the same 
purpose. 

It will be remembered that that law was passed at a time 
when the credit of the United States was rrot so secure as it is 
now; it wiil be remembered that it was passed at a time when 
it was very doubtful-at least some people_, doubted-whether 
we would ever be able to maintain fhe gold standard; an_d, 
therefore, we wanted to assure our creditors that the gold th·at 
was paid to us at the custom-houses upon imports would be used 
for the purpose of extinguishing obligations that · in themselves 
were payable in gold coin. · 

l\fr. SMITH of Michigan. Mr. President--
'l'he VICE-PRESIDENT. Does· the Senator from Iowa yield 

to the Senator from Michigan? 
Mr. CUMMINS. I do . . 
Mr. SMITH of ·l\fichigan. I think the Senafor will also ad­

mit that it had just the effect which was intended; that it did 
strengthen the credit of the Government and did enab1e us to 
refund our bonds at a_ lower rate of 1.nterest than would have 
been possible if this law had not been: enacted. 

The VICE-PRESIDENT. May the Chair suggest at this time 
that it is very difficult for the reporters to hear questions when 
Senators turn their backs upon the Chair. Waiving the ques­
tion of consideration for the Chair, when Senators face in the 
other direction, it is very difficult for the reporters to hear 
Senators. If Senators will bear that in mind when engaging 
other Senators in debate· and will so stand that the reporters 
may hear their voices, it will make more certain correct report­
ing of inquiries. 

Mr. CUMMINS. Mr. President, I assent to the suggestion 
made by the Senator from Michigan [Mr. SMITH]. It is very 
timely and very sound. It did have just the effect that was 
intended for it, and has always been a fortification to sustain 
and defend the strength of the national credit; and I see no 
reason why we should depart from it in any sense at this time. 
In the time when prosperity crowns all human efforts and when 
the Nation is advancing with a rapidity never before seen, I 
doubt the expediency of postponing the payment of the national 
debt; but I will not discuss that question. I will not say what 
I would do if it were proposed to postpone indefinitely the pay­
ment of our debt, as other nations have done the payment of 
their debts. All I say is that we must for the present stand 
firmly by the established order of things. 

We must make appropriations to restore our sinking fund 
to its due proportions, and, therefore, I object to that process of 
bookkeeping that subtracts $90,000,000 froni the appropriations 
of last year, and which is bottomed upon the idea that it is not 
necessary to make any provision of that kind. 

, The national currency fund I have· already mentioned. I 
repeat that, prior to the time that the Treasury Department 
made its estimates for the last Congress, the debt of the Gov­
ernment to the national banks for money actually deposited 
by them in the Treasury was more than $30,000,000. . Thei·efore 
the Treasury . Department · asked Congress to appropriate 
$30,000,000 in order to enable it to make that payment; that is 
to say, in order to enable it to use that fund to retire the circu­
lation as it came in in the natural course of business. . I ask 
at this point to insert the letter of the Secretary of the Treas­
ury as a part of my remarks. 

The VICE-PRESIDENT. Without objection, permission is 
granted. 

The letter referred to is as follows : 

Hon. ALBERT B. CUMMINS, 

TREASURY DEPARTMENT, 
OFFICE OF THE SECRETARY, 

1Vashington, June 24, 1!)()9. 

United States Senate. 
Srn: I have the honor to acknowledge the receipt of your communi­

cation of the 23d instant, relative to the sinking fund and the national 
bank note redemption account, and in reply to advise you as follows: 

THE SINKI -G FUl\1>. \ 

.- The act of February 25, 1862 (12 Stat., p. 365), contained in sec­
tion 5 a provision that all duties on imported goods should be paid in 
coin, and that the coin so paid should be applied, first, to the payment 
in coin of the interest on the bonds and notes of the United States, 
and, second, to the purchase or payment of 1 per cent of the entire 
_debt of the United States, to be made within each fiscal year, wbich 
was to be set apart as a sinking fund, and the interest of which should 
in like manner be applied to the pur base or payment of the public 
debt a the Secretary of the Treasury should from time to time direct; 
and the sixth section of the act of July 14, 1870 (16 Stat., p. 272), 
also required that, in addition to other amounts to be applied to the 
redemption or payment of the public debt, an amount equal to the 
interest on all bonds belonging to the fund should be so app.lied. 
Th~se provisions of law have been heretofore uniformly regarde-d as 
imposing upon the Secretary of the Tr'easury the duty of meeting the 
requirements of the sinking fund out of the surplus revenues of the 
Government. 

The estimated requirement of $60,000,000 for 1910 for the fund, 
submitted to Congress at its last session, is a charge against the fund 
for that year to be met as conditions warrant, as shown further on in 
this letter. 

Section 2 of the act of March 3, 1881 (21 Stat., p. 457), provides 
that the Secretary of the Treasury may, at any time, apply the sur­
plus money in the Treasury not otherwise appropriated, or so much 
thereof as he may consider proper, for the purchase 01· redemption of 
United States bonds, and that the bonds so purchased or redeemed 
shall constitute no paxt of the sinking fund, but shall he can<>eled 

A deficit appears in the sinking fund at the close of the fiscal· year 
1908 of $549,383,647.68, yet up to that period the total debt had been 
reduced $32,812,000 in excess of the sinking-fund requirement. The 
deficit at the close of 1908 will be increased, however, in the current 
year of 1909 by approximately forty-four millions, which deficit is more 
apparent than _ real, for the following reasons : 
Debt, less cash, on August 31, 1865 _____________ $2, 756, 431, 571. 43 
Debt, less cash, on June 1, 1909________________ 1, 030, 129, 609. 08 

· Reduction of the debt since August 31, 1865_ 1, 726, 301, 962. 35 
Sinking-fund requirements to June 30, 1909______ 1, 845, 083, 956. 34 

Sinking-fund deficit as of June 30, 1909____ 119, 681, 993. 99 
So that, instead of an apparent deficit in the fund at the close of 

the year 1909 of approximately $593,000,000, if the act · of March 3 
1881, had in terms permitted purchases ' and redemption of bonds fo~ 
the fund, instead of directing that such purchases should not be- applied 
thereto, the present defic~t in the fund would be the sum .. of $110,681,000. 
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It ls apparent that all conditions must be favorable to enable. the 
Secretary of the Treasury to retire bonds for the sinking fund or to 
make · purchases · under the act of March 3, 1881. The state of the 
revenues, of the debt available fo.r redemption or purchase, the market 
value of securities, are all factors in determining the action of the Sec­
retary in executing the laws wholly or in part. 

NATIONAL BANK NOT:i:J REDEMPTION ACCOUNT. 

The national bank note redemption account is controlled by section 6 
of the act o:f July 14, 1890 {26 Stat., p. 289), which provides- that a 
national bank desiring- to retire circulation and to withdraw bonds in 
like amount shall deposit with the Treasurer of the United States an 
amount sufficient to redeem such circulating notes, which sum is cov­
ered into the Treasury as a miscellaneous cash receipt; and the Treas­
urer of the United States redeems. such notes- from the general cash in 
the Treasury from time to time as they come into his. possession, . reim­
bursement therefor being made to him from the appropriation created 
by said act, and the balance of such deposits · remaining in the Treasury 
at the close of each month is· reported on the monthly debt s.tatement 
as "debt of the United Sta.tes bearing no interest," as required by law. 

The balance of such deposits on .rune 1, 1909, amounted to $30,-
131,227. . 

The estimate- fol' redemption of the notes· of the banks on. this 
account for the yew 1910, submitted last year to the Congress, was 
$30,000,000. 

Respectfully, FRANKLIN MA.CVEAGH~ 
Secretary. 

l\fr. BRISTOW. Mr. President--
The VICJl1.PRESIDIDNT. Does the Senator from Iowa yield 

to the Sena for from· Kansas? ' 
M1·. CUMMINS. I do. 
Mr. BRISTOW. As I understand from the Senator's remarks, 

there is 1 per cent .uer annum of our national debt required to 
be set aside as a sinking fund? 

Mr. CUMMINS. 'Phat is what the law· says. 
l\ir. BRISTOW. Then, do I understand that $90,000,000, or 

$119,000,000 of that fund so accumulated, has been expended for 
·other purposes than the reduction of the national debt? 

Mr. CU1'llllNS. l\1r. President, that is the effect of it. There 
is another provision, however, which the Senator from Kansas 
ought not to overlook~ and that; is that the- I per cent provision 
operates together with the command that the· receipts of the 
custom-houses shall be regarded" as a sinking fuild. The whole 
subject can be very readily seen by the.letter of the Secretary 
of the Treasury, which shows· a deficit:- of $119,000,000, construed 
according to the payments that have been made upon the na­
tional debt as from the sinking fund, and $593,000,000 it we 
exclude those payments which have been made from the surplus, 
rather than the sinking fund. 

Mr. BRISTOW. Now, may I inquire for what purpose was 
this $119,000,000 expended? 

l\Ir. CUl\Il\IINS. It was expended, I assume, by warrants on . 
the general fund. I am not able to say how the payments were 
made. As a matter of fact, it. is all bookkeeping, I assume that 
the money is all in the same place. They keep a sinking-fund 
account, and it is that account which shows the deficit that I 
have endeavored to describe. 

l\Ir. BRISTOW. Has the Secretary of the Treasury the right 
under the law to appropriate th.at fund. for other purposes­
for paying. the current expenses of the Government? . 

l\Ir. CU:M.l\IINS. There may be a difference- of opinion about 
that. I am not willing to assert that the Secretary of the 
Treasury has violated the l~w in depleting the sinking fund. 

Mr. SMOOT~ Mr. President-- . 
The VICE-PRIDSIDENT. Does the Senator from Iowa yield 

to the Senator from Utah? 
1\Ir. CUl\Il\IINS. I do. 
Mr. Sl\IOOT. The Senator certainly knows that the. Sec­

retary· of the Treasury has paid off or redeemed the indebted­
ness of the United States to a great deal larger extent than the 
sinking fund ever amounted to. 

l\fr. CUMMINS. I do not agree to that. 
Mr. SMOOT. The Senator does not agree to that? 
Mr. CUMMINS. No. 
l\Ir. SMOOT. I think. if he will investigate thB matter, the 

Senator will find that the debt has been paid off to a greater 
amount than the sinking fund amounted to. 

Mr. CUMMINS. The whole subject is fully explained in 
the letter which I sent to the desk to be inserted in my re-
marks. · 

There is- a mystery of booltkeeping about it which is not easy 
to understand; but, as I have unraveled it, it is this: If the 
national debt paid- out of the surplus is considered, theJ;t the 
Secretary of the Treasury claims that there have been $32,-
000,000 of the national debt paid in excess of the sinking-fund 
requirement; but when the table which you will see in his letter 
is examined, it will be ascertained that, giving to the sinking­
fund account all the·credits which the Secretary does give to. it, 
there is a deficit of $119,000,000; and then he proceeds to say 
that, if the bonds which have been retired by the surplus be 
not counted, there. is a deficiency ofl $593,000,000, or. sub­
stantially that. 

Mr. BRISTOW. So there is an acknowledged. deficit of 
$119,000,000? 

Mr. CU.l\fMJNS. There is, Mr. President, an acknowledged 
deficit that it will require more than $60,000,000 to make good 
for the present year. I am not going into the question as to 
whether the Secretary of the Treasur.y has complied with the 
law or not. I only know that, if we. intend to keep the sinking 
fund intact, we need an appropriation of $60,000,000 that is not 
to be. used for the ordinary expenses of the Government and 
not to be paid out for the other -appropriations that are made, 
and that, thei'efore, the. Senator from Rhode Island has no war­
rant for the deduction of $60,000,000•in order to ascertain what 
amount of money we should raise during the coming year. 

Mr. BRISTOW and Mr. SMOOT addressed the Chair. 
The VICE-PRESIDENT. To wnom does the Senator from 

Iowa y.ield? 
Mr. CUMMINK I yield to the Senator from Kansas. 
Mr. BRISTOW. Then, the estimate offered by the chairman 

of! the Committee on Finance does not take into. account: the 
necessity of raising: this $60,000,000 for the. sinking fund? 

Mr. CUMMINS. It does. not. 
Mr_ BRISTOW. The law requires that $60,000,000 to be 

raised, though, as I understand.-
1\:k. CUMMINS. It does; and more. 
Mr. BRISTOW. Then I should like some. member ot the 

Finance Committee to explain why it is that they arbitrarily 
deduct· $60~000,000 from the money required according to law 
in making this estimate. 

Mr. CUMMINS. There is no reason-­
Mr. SMOOT. Mr; President--
The. VICE-PRESIDENT. Does the Senator from Iowa yield 

to. the Senator from Utah? 
Mr. CUMMINS. If the Senator from Uttlh desires to explain 

now, rather · than at some other time, I gladly yield to him. 
l\fr. SMOOT. I have no desire--
Mr. BIDVERIDGE. I think it would be a good thing to have 

that explained right now, if the Senator from Iowa will permit, 
if it can be. explained. · 

Mr. CUMMINS. I am quite willing that the Senator from 
Utah shall -explain it. First, I should like him to explain why 
the Treasury Department asked1 for an appropriation, and to 
what use the Treasury Department futends to put the appro­
priation? 

Mr. SMOOT. I suppose that every Senator knows that these 
appropriations are made every year; but they are never paid 
out; they are never calculated in the amount of money that we 
are to raise from any source, because they are not to be paid. 
I do not believe that the Senator from Iowa, upon the floor of 
the Senate, would insist that that amount of money should be 
taken out of circulation in this country, put in.to the Treasury as 
a fund, and held there for the purpose of redeeming the in­
debtedness of the United States; Do I understand that that is 
his position, and that he would do so? 

Mr. CUMl\IINS. The Senator from Utah confounds two per~ 
fectly distinct things. The money would not be taken out of 
circulation any more than it would be taken out of circulatior. 
if it were used for the payment of the ordinary expenses of the 
Government. What I say is that the Gov~rnment has no right 
to use this fund' for the payment of its ordinary expenditures, 

·but it must keep it on deposit in the banks, or in other secure 
places, in order that it may be used if it becomes necessary in 
the payment of the national debt. 

Mr. BEVERIDGE. So that if it was kept on deposit in the 
banks, it would, of course, be in circulation-in the most per­
fect method of circulation. 

Mr. CUMMINS. Precisely. 
Mr. BAILEY. Will the Senator from Iowa permit me for a 

moment? 
Mr. CUMMINS. Certainly. 
Mr. BAILIDY. The provision for which the Senator from 

Utah [l\Ir. SMOOT] contends would result in exactly the oppo­
site of what he seems· to desire. The Senator from Iowa is 
right. Under the law, the coin collected from customs duties 
is set aside, to be applied, first, to the payment of the interest 
on the public debt; next, to the pay.rp.ent of a part of the na­
tional debt; and the balance is then covered into the general 
fund of the Treasury. If that law is obeyed, this money could 
not be in circulation, but would have to be held; · whereas if it 
is not obeyed, it goes· into circulation exactly like the payments 
as interest. 

Mr. SMOOT. In answer to the Senator from Texas, I will 
say· that I think the Treasury Department hold now that they 
have paid over. $3,0,000,000 more in redeeming the indebtedness 
of the United States than the redemption fund amounts to. 
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Mr. CUMMINS. Mr. President, it is quite true that the 
Treasury Department makes that claim. That is solely because 
it has used, at times, money for the payment of the debt that 
has not been accumulated for that purpose. That, however, does 
not in the least degree relieve the Treasury Department from 
the maintenance of the fund. Even giving the Treasury De­
partment the benefit of its own construction, the fund is now 
depleted by $119,000,000; and charging it with the construction 
that I know the law must bear, it is depleted to the extent of 
$593,000,000. There is no question about that. The money is 
held there just as all other moneys are held in-the various de­
positories of the country. 

Mr. OVERMAN. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from North Carolina? 
Mr. CUMMINS. Oertain1y. 
Mr. OVERMAN. I desire to inquire how long this violation 

of the 1aw, in divertillg the fund which should go to the sinking 
tund in order to pay the ordinary expenses of the Government, 
has been going on? _ 

Mr. CUMMINS. I have not examined the books of the Treas­
. ury, but the practice that I have mentioned has been going on 
for a great many years. · 

1\fr. PAGE. l\Ir. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield · 

to the Senator from Vermont? 
Mr. CUMMINS. I do. 
Mr. PAGE. I shou1d like to ask the Senator from Iowa to 

explain to us a little more in regard to the $30,000,000 held to 
the credit of banks. · 

Mr. CUMMINS. Mr. President, I shall be very glad to do 
that so far as I can. I assume that all Senators know that 

-when national banks desire to issue their notes as money or as 
circulation, they are compelled to deposit in the Treasury of 
the United States bonds of the United States to secure the· ulti­
mate redemption of the notes they issue. When a bank desires 
to lessen its circulation, or retire any part of its circulation, it 
is compelled to deposit in the Treasury of the United States the 
money for the retirement of the notes and the release of the 
bonds. The Treasury holds that money; and as these notes, 
which circulate from Maine to Texas, come into the subtreas­
uries or the depositories of the United States, they are arrested 
and sent to the General Treasury of the United States, and 
when they reach the Treasury of the United States they are 
destroyed. 

The money which the banks throughout the country had de­
posited with the Treasury of the United States at the time the 
Treasurer made his last estimate and asked for this appropria­
tion, and which had not been used for the purpose of retiring 
these notes, amounted to more than $30,000,000. That is a 
debt that is due from the United States to the several national 
banks. In order to keep that account good, the Treasury De­
partment asked that an appropriation of $30,000,000 be made, 
in order to enable it to make the payment without further de­
pleting its already sadly depleted general balance. 

Mr. PAGE. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa fur­

ther yield to the Senator from Vermont? 
Mr. CUl\IMINS. I d·o. 
Mr. PAGE. The Senator is undoubtedly right in the state-

. ment of his general proposition. But, as a matter of fact, 
when a bank liquidates, it must pay back into the Treasury, 
in order to release its bonds, the full amount of its outstand­
ing circulation. For many, many years it has been understood 
that the circulation of the banks has, year by :.ear, been de­
stroyed. It has been burned up; thousands and perhaps mil­
lions of dollars have gone to the bottom of the sea. While it 
is · really a debt the Government owes to the national banks, 
nevertheless, under the national-banking act, the national bank 
does not get the benefit of the destruction of its own notes; but 
the Government is entitled to that profit. 

Mr. CUMMINS. I am not talking about the loss of notes. 
I am talking about the redemption of circulation. 

Mr. PAGE. But the Government does not have to redeem a 
bank note that is at the bottom of the sea or that has been 
burned up. 

Mr. CUMMINS. Mr. President, this appropriation is not 
made to make good any losses that may occur by accident. It 
is made solely to enable the Government to redeem notes that 
the banks desire to retire. Sµppose a bank with a circulation of 
$100,000 comes to the conclusion that it only wants $50,000 of 
circulation; and therefore it deposits with the General Govern­
ment $50,000, and says: "Retire our notes to that extent." 
These losses that may occur by accident merely are negligible. 
The Government is under no obligation with respect to them; 

and no appropriation ba.s ever been made to reiinbui·se the 
Government for any such thing. 

Mr. PAGE. But perhaps the loss is not negligible, if there 
have been $30,000,000 of losses. While this is a debt in fact, 
as a matter of fact it may be further said that it is a debt the 
Government never expects to pay, and never will pay, because 
it will not have to redeem notes that do not exist. - I may be 
wrong about it; but that is my idea of the condition. 

Mr. CUMMINS. The Senator from Vermont is wholly wrong 
with regard to the purposes of the· appropriation. He is en­

-tirely right with regard to his analysis of the relations between 
the Government and the banks with respect to notes that may 
be lost by casualty. 

Mr. 1'.TELSON. Mr. President--
- The VICE-PRESIDENT. Does the Senator from Iowa yield 
to the Senator from Minnesota? · 

Mr. CUMMINS. I do. 
Mr. NELSON. Mr. President, I should like to see if I mi­

derstand the Senator from Iowa. Do I understand him that, 
giving to the tariff bill credit for an that the Senator from 
Rhode Island claims for it in the way _of revenue, we shall 
need $150,000,000 more, aside from what· the bill will produce, 
taking his figures for it? · 

Mr. CUl\Il\HNS. We shall need $156,168,667.12. 
Mr. NELSON.' And the theory is that we must provide for 

that outside of the tariff bill? Is that the contention of the 
Senator from Iowa? 

Mr. CUMMINS. That is my proposition. 
l\fr. NELSON. That we· must provide in some way for $150,-

000,000 extra, beyond what we can get from the tariff bill and 
from our internal-revenue income? 

Mr. CUl\11\HNS. That is what we shall need. 
Mr. PAGE. Mr. President-· -
The VICE-PRESIDENT. Does the Senator from Iowa fur­

ther yield to the Senator from Vermont? 
Mr. CUMMINS. I do. . 
Mr: PAGE. The suggestion I wish to make to the Senator 

from Iowa is that while this debt may be· due upon the books 
of the Treasury Department, it is a debt which will never have 
to be paid. · Consequently, it seems t'o me that it is unnecessary 
that we shall provide for it in our annual approprrations, ex­
cept for the purposes of bookkeeping. 

Mr. CUMMINS. The Senator from Vermont is, I think, in 
error in his conclusions. It is a debt that must be paid. I 

-will put to him this illustration, and I think he will then see 
very clear1y that I am right. · 

Suppose that on the 1st day of last January the Govern­
ment had not one cent in its Treasury and the banks h ad de­
posited with it $30,000,000 to retire their circulating notes as 
they came in. It was, of course, the duty of the Government to 
pay those notes out of the money the banks had deposited. -Sup­
pose the United States had not a cent, but had used up all its 
resources, its money, its general fund. The Senator from New 
Jersey suggests to me that if the Government did not ha-ve any 
money the banks would nof have any. That, however, is a very 
false conclusion. There have been a great many occasions upon 
which the banks had money when the Government had none at 
all, save a debt upon which it did business. But I recur to the 
suggestion of my friend from Vermont: How would the Govern­
ment get the money to retire those notes as they came· in? 

Mr. PAGE. But they would not have to be retired if they 
have been destroyed. 

Mr. CUMMINS. They have not been destroyed. They are a 
part of .the circulating medium of the country, and the banks 
want to reduce that circulating medium. 

Mr. PAGE. But the facts are these, if I may be allowed: It 
is known that from year to year a certain percentage of these 
bank notes are destroyed, and that they never will come in for 
redemption. Consequently, it is not necessary that they b<" pro­
vided for by a special act. 

Mr. CUMMINS. 'l'he Senator from Vermont is pursuing a 
wholly different subject from the one I have under cdnsi<lera­
tion. I am not considering the loss of notes by destruction by 
fire, by shipwreck, or by any casualty of that sort. I am con­
sidering the case-and that is the only purpose of this apprn­
priation-in which the national banks of the country have 
said: "We want to reduce our .circnl~tion $30,000,000." They 
have the right to do it; but upon what terms ? By depositing 
$30,000,000 with the Treasury of the United States. As those 
notes come into the possession· of the Government, in the ordi­
nary course of affairs, the Government is under obligation to 
pay the holders of the notes the money they call for; and this 
appropriation is to enable the Government of the United States 
-to do that thing. It is true that instead of taking the specific 
money we raise by this ·appropriation the Government may take 
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ny -other . mon~y that it has. BQt if .it ha.s :none, if its .~eneral · .be mor_e than the appropriations of ,the Ja-st year. And Jf ..every 
balance is already depleted as far as safety will permit, ithen -w.e · ·.senator who .believes with me upon that .p1·oposition .will .vote 
,must :raise ·the .money to put the .Treasury "in _possession of -for the :general income tax_. it -will be .carried by an overwhelm.-
sufficient funds to make the redemption. : ing majority. · 

Mr. PAGE. WJU the .S.enator yield to me for ·just "a -~ec.oud? . Mr. President, ·with reference to the his ory of the a_ppropria­
·Mr. CUM.MINS. ·yes. · . tions, I .desire "at ,this point :to introduce a· table '8howing :the 
l\Ir. PAGE. I simply wiBh to reiterate -.what.I have said. I .appr.o_priation.s made .by .the -Government of the United States 

am not sure th~t I am not -mista~en about ·1:he j)rqposition, Jmt 1 1fro.m the year ·end.i.D,_g U"une 30, 1899, .to .the year -ending June 30, 
,my ~der.s.tandin_g · ~f the .matter .u;i tllat :while .the Government 1 1910. We :shall ibe :no .. better .off next .Year than we have been 
techmcally owes .this . .$30,000,000, 11t .can .. depend to a -certainty ,this jear. _The <:character .of .human nature has not materially 
Lu_pon -~he fact that .the '$30,000,000 ·will :nev.er .be ·asked .fo.r, .. be- .changed. The wan.ts .of the Government have not ·been lessened 
,cause .It has .been destroyed. sensibly. And it is idle talk to resis.t the measure tD.ow before 

Mr. CUMMINS. In order that I may be fortified .and that Congress, and for which J: .run ::Speaking, :l!y the suggestion that 
we may, at least, have an .end oi this ~sort .of discussio!l, I ·.will 1 ~.e .f'lhall :great~y reduce '.the expenditures (1f the ,Government. 

:ask the .Senator from Utah whether ".the :PU~ose .. of ·this appro- f We began for the year -~nding l899 -with an ·expenditure ·Of 
priatioi;i is to make good losses of .notes -~Y .fire _and -othel' ! $893,000,000; but that was partiy ·war :expense. ·'JJhe next wear 
casualties? it .. was .$674,000,000, .which was a illormal expense ·for ·that time. 

1\~r. -S.M:OOT. .That ..is :not the 1m~pose ·-Df the "a.J!PTOpriation. , And :la.st .session w.e .closed -the •period of a little more than :it 
I mll .suy, ,however, .that no doubt the ·actual results may be a.s · de.cade with an aJWropriation of $1,.044,0QO,OOO-.a ·steady;, x_eg.u­
the Senator ·from Ve:i:mont -states a-s to a 'limited amount, .but' "Jar increase. 
:not as ·to the · $30,000,000. There are, ;DO .doubt, many millions ! :I .know ·we -have been extra-vagant Jn :some [things. 'But :.the 
of ·.dollars that -are "destroyed that -the -Govei:nment .will never , r:man .who hopes .that the .Government .. of the United .States .can 
"have to pay for; but in making the a@l'Ojll'ia.tion ihat iis nev.e1·r be administered for very much less money than we Jiave -ex­
taken into consideration. . : pended in the past is but pursuing -an· jdle and fo.olish dream. 

1\Ir. OUMMINS . . Mr.. President, <the rsenatorrfrom :'.lmnnesota ! .i.t .can not be done. 
J'Mr . . NELSON] -seemed •to be osomewhat astonished .when·.J ·Said f Mr. PERKINS. With the permission ._of the Senator, J 'Will 
that our shortage at the end of the next year will ·be::$156,000,- ! say that in making these appropriations the .Committee on ;A.p-
000. It is, howeve~ not ve~y ·differ.-ent .from rthe .:shortage ·that : J>ropr.iation.s ..hav.e .:0.nJy :granted ·about :m per cent .of ·the .. esti­
was acknowledged .by ±h~ Senator :from Rhode Island Jl\fr. t .mates made =by the -difforent .departments of 'the Governmen.t. 

.ALI>lllClI]. It is pr.actically the .:Same .amount, except .that .the ~ '.l\Ir. CUMMINS. I am very glad the Senator from ·California 
Senator from Rhode 'Islan.d cdeducted ·the .$60,000,000 .for .the ' .has .. called our . .attention t.o that .fact. While I know that ·the 
sinking fund and the $30;000,..QOO . for ,the .national :cuu.ency, ·

1 
. .-money :has :not always been exp.ended ·with :wisdom, -with care, 

which, as you will observe, ,reduce.a the deficit -:to .about .and with irugalicy, :I .believe the 0sever_al .Committees ·On Appro-
.66,00.0,000. ..And you will r.emember -:that . .the Senator •f.1:om ~ ;priations have .not appropriated a ~Peil.11-Y that .the_y did not .be­

Rhode Island admitted -that w.e shall ·have ·a deficit at the end E Jieve .to :be .nec_essazy for ihe _car.ef:ul .maintenance ·ot :the Gov­
of the coming year of more than $45,00Q,OOO-.nearly .$50,.000,000, ' ..er.nment. · 

!11.S:I -remetober. .J .can ,not ·:reeall ihe exact Jlgures, .but my .:m.em- : Tt will be -Observed that we have increased our appropriations 
-ory 'is ·that .he said $49,000,000 _at ·.that :time. 1 _in these ten years ,near~y -$400,000,00.0. .And w~y? Because the 

Hating ·considered with, .J ;think, altogether too .much .length ; ,Government itself js .ex;panding ;to meet the neeessities of a 
·;the year ..1910, .l now :pass :to ~the 'Year :1911. :How w..ill -it be rat · mighty age; because .we .hat"e :found it .nec.essary to .do many 
the .end of 'the.·year .19ll? :we have he.re, of course, .no ·certain ; :things that ·we ·never .did :before. Governments are .organized to 
basis, as we had for 191.0, ·:with respect to .the appropriations, 1 ;care for the .welfare of ·the people; and .just s.o .long as 1the 
or·:the appropriations .'fo.r ill.at ;year ;;i.re_y_et to ·be .made. · -puissant for.ces .of wrong .and .injustice .,_continue their -ravages 
The:r.e is a 'Suggestion ~that th.ere will be :grceat 1teduc.tions ·in UJlOn .a .defenseless :_pe.ople, just so lo.ng .roust the Government 

±he .appropriations ·for ·the -year :1911. .I ·wlI1 ::aSk .Senato.rs- · extend its protection. 
and I put them upon their honor~w:ith respect to their .con-; .And :it -extends its ,pr.otection .and . .defense only -with th-e ;ex­
viction:S ,upon :this _p-ro_position. _How -much .less do _y.ou ,believe: ,penditure .-of increasing .sums . .of mone_y. 'JJherefore let .us .not 
_the ·apprQpriations for the year 1911 will be than ;we ,have al- I cdeceive -ourselves with ~the suggestion 'that . e .shall not .need 
.ready appr.op.riated 'for 1910! I hope, ,and.I .ho_pe:earnestly:, .that i . .additional .reV:enue because w.e shall .be .. economical. I .ho_pe :we 
Jhe spirit .of .e.conomy that -seems now -to -so .completely .animate · :shall .. be. ·Let us ·make e.v.:ery .man who er.ves the .Government 
..the Financ.e -Committee .and .others -who are in fa.vo.r of no sup~ : :give Jt .the "full ~.alue .of th~ ~ompensation _be -receiv~s. But w.e 
,plemental . e.venue ·will be .carried to -its proper . .end. 1: :want ~to , shall .'.1?-e.v_e.r .go below .the millwns that are now .requ.u:ed for -our 
see the .Government ·econ.omicaUy administered. I ·!will join .-in ' .estabhshm.ent, and ·we .shall _go J1~yond -.that :.SU1ll :from year .to 

.every effor.t .made to reduce -the :expenditures .of the ·G.ov:.ernment seax. . 
hat -will .not . cripple Jts enei:gi-es or ~revent jt .fr.om performing l\Ir. DIXON. .Mi:. ;'P.res1dent-. - . . 

.tho.se functions that are necessary to ·the welfare af the ,people.1 The PRESIDING -OFF~OER {l\Ir . . JONES m the - ~hair). Does 
a: should :like to e.e -some of ·the large salaries :reduced. .l the Senator .irom Jowa y:~eld to the Sena.tm.· .from Montana? 
.:Should be willin,g to join : othe~ Senators in :reducing :every f 1\Ir. CUMMINS. Certam1y~ .. . .. 
~salary .of the Government -that , s ·more .than .-$1:5.00. But we 1\Ir. DIXON. The Senator is .also .aware fha.t "the carr_ymg 
will ,no.t .reduce thOse salaries . .There isjust :now~and I.am.glad! out .of ,the ;Dew pro.gi.:amme ,for mland waterway ·development 
,to.seeit-:a .spirit in Washi~gton ihat indicates-that .ainan . .musti has not yet_ been .be,gun. . . . . _ 
Clo a day's work for a day's pay. You 'have all seen that spirit ~ .Mr~. CUl\fl\HNS. :I am co.ming to that m a mmu~e. I ask to 
rise .and .-spread ..and disappear like the.mist befor.e the .morning ~ 'have mserted .as .pa~t of my .remarks a .table .show mg, _year .by 
·sun. And I ao not expect that in :the ,futur-e th-e .Government

1 
:Y..ear, .the .appropnat10ns for the las~ .twelv.e 'Y.ear~. 

will receive much more service for the .same pay than it 'ha.s '. .The PRESIDING .OF.FICER_. ·:W.Ithout obJec.tion, leave will 
.been .receiv.ing in .the past. t' be .grante~. . 

I know .that some millions of ,dollars 1can .be iSaved. But th~y The table referre.d to .lS as ;follows: . 
.are :vezy, ·few millions, when •Compared with :the -enormous -ex- · .Table ,.sh.awi1u1 .the ,ann-ua.i uppr(Yf>riations -fr om "tl~e_ 11ear.;-en4ea .J~m.e :so, 

d·t · th t b 1 tel 1 ..h 1899, .to the ye.ar .:ended .June .so, :1910, 'l-n.ciu.81i;e. 
;pen _1. ures a .are -a so _u . y .necessary. ave seen :-.So.me sug- J.898_1899 ___ ~-------------------------- .$893, 231, 615. 55 gestion that the appropriations for the army and the na~ :may

1 
11899-=1900--.------ ------------------ ------- 674, 981, 022. 2 9 

be .r.educed. .I hope they may be reduced. But :the ·suggestions I i 1900-190L------- --------------------------- 710, ;150, -862. -88 
have seen relate ,rathe1· .to a postponement .to ·some -other ·-dt!-Y · 1901~1902--.---------------------------- ·1so, 338, .575. 99 
than ·to a nermanent..reduction of the-£StabliS.bmen:.ts themselves. 1902=1903------------~--~-~------------~ :800, 6~4, 496. 55 

-"" . . . . . 1903 1904--~--------------------------------- 753, Uo8, 506. 02 
J have sometnnes thought that the :Propositions for reductions !1904-1905~--~---~------------------------- 781, 172, 375. 18 
Jn .the ,army, in .:the naey, and .in the ctvJl .establishment -can ~rno5~190B-~--------------~--~-------- · 820,~84, 634. 96 
J> i a d to th :th t as este d db ~906-1907------------------------------------- 870,089,185.16 e r ce · e -same .:50ur.ce . a :w ;y r: ay uncovere Y 1907-1908--------------------------------~ 920, :798, 143. so 
·the ·Senator from Rhode Islan.Q., when .he .declared rthat the pur- : ~908-1909 __________ ,.:. ________________________ ~' oos, 397, 543. 56 
.p_o.se of this amendment is :simply :to -.defeat .the Jn.com&;"tax .1909-19.10----------~-------------------- :1, .044, A0.1, 857.12 

mendment. Mr. cCUl\fMTNS. At the -same time, and in ·connection ·with 
I can understand ·with .-What indnsh'.y ana -en.-ergy some :men t :this table, '.I offer a -table showing the receipts at the .custom­

:are now preaching economy -and :reform in Ol"Cler ~to "be ;en ab lea ~houses ·for the ·same ·pe1·iod, in order that the . receipts :there may 
!to say the ;_Government -n-eeds no revenue -from ·an income i;a:x. , :be-compared ·with the growing · expenses of the Government. 
a ·do:not .believe the appropriations .of .the :next year will be less : The PRESIDING 0.FFICER. 'Without objection, leave will 
tthan the appropriations of the Ja.st ·year •. .:I cb_elieve :they ·will J rb~qp:an:ted. 
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The table referred to is as follows: 

Table shotcing the r eceipts at the ciistom-houses 11ear by year from the 
year ended June so, 1898, to the 11ea1· -ended June so, 1908. 

f~5~=================--====================-~===== ~!~:f~:~~~ 1900------------------------------ 233, 164, S78 
1901____________________________________ 238, 585, -45"6 1902_ __________ _________________________________ 254,444,708 

1903-------------------------------------------- 284,479,582 1904______________________________ 261, 274, 565 

il8t==·====--=--=====--~===========-======== i~g: n}: ~i 1908------------------------------------ 286, 113, 130 

Mr. CUMMINS. I now come to the IJOint sugg.ested by the 
Senator from Montana [Mr. DrxoN]. · 

In the .$1,044,000,000 that- we appropriated _last y.ea.r, not a 
penny was appropriated for the .improvement of our waterways. 
except as it was necessary to carry on projects or contracts 
ah·eady in existence. Not a penny was appropriated for broad-

. ening and widening the facilities we must present to a grow'ing 
commerce and a burdened people-burdened by reason of exces­
sive charge.s upon the part of our land transportation companies. 

The improvement of our waterways is one of the greatest 
questions that will be _presented to the American Congress in 
the years to come. Already· the people are thoroughly aroused 
upon it. Already they are demanding, in every form in which 
people can speak, that their waterways shall be impr-0ved so 
that they may bear their share -0f the burdens of commerce. 
And Congress can no more refuse to listen to this demand, 
which grows louder and more intelligent with each increasing 
year, than it can refuse to listen to the demands that a.re made 
for appropriations for the ordinary govel'nmental facilities. 
And wha. t will we do? 

Mr. OVERMAN. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Sena.tor from North Carolina? 
Mr. CUMMINS~ Certainly. . 
Mr. OVERMAN. I also desire to suggest that there are mil- · 

lions of dollars of just claims against the Government that the 
Government ought to pay. 

Mr. CUMMINS. Well, Mr. President, 1ast session I spent a 
few minutes in the Committee on Claims; and if the amount of 
the just claims bears any proportion to the magnitude of the 
claims presented, the increased revenue I desire will not be 
sufficient to meet the demand. 

However, I have not gone into the subj~ of claims. I am 
speaking of the things that are sure to come. It is just as cer- · 
t.a.in that next session, and the sessi-on after, and the session 
after that, we shall be compelled to appropriate large sums for 
the improvement of our waterways, as it is that time shall go 
on; and if we do not, we shall be false to our highest duties as 
the representatives of a great and growing people. More than 
that, at the last session not a penny was appropriated for any 
public buildings, except to carry on contracts already made or 
to complete buildings already in. course of construction. 

This country can not do without public buildings. It is idle 
for any man to suggest that we will pass along in the next few 
years without appropriating anything for public buildings. 
Year by year, in .accordance with the dignity of the Nation and 
the needs of this people, our buildings will not only multiply 
in number, but they will im:~rease in the expensiveness of con­
struction. 

:Ur. DIXON. Mr. President--
The PRESIDL.~G OFFICER. Does the Senator from ·1owa 

yield further to the Senato1· from Montana? 
Mr. CUMMINS. I do. 
1\fr. DIXON. l mei·ely call the attention of the Senator from 

Iowa to the fact that this gre.at programme for economy we 
have heard here has already resulted in cutting off the ap­
propriations for various commissions that President Roosevelt 
inaugurated for the conservation of the .great natural resources 
of the country. 

Mr. BEVEilIDGE. And for the execution of the law. 
Mr. DIXON. And for the execution of the law. 
Mr. CUMMINS. I was ab'out to reach that point. I know 

there is .a spirit abroad that the Government shall no longer 
look into the wants of this people. I know there is in some 
quarters a spirit that we h.axe .already done quite enough for 
these people, and that we ought to return to the old established 

-form in which the Government gave no attention to the new 
conditions which constantly m·ise. The Senator from Wis­
consin f Mr. LA FOLLETTE] not long ago painted with a glowing 
brush a picture upon which every Senator ought from time to 
time to look. It is a picture of revo1ution in industry. It is 
a pictm·e of the new fo1·ce entering .American life and American 
business. It is a picture which·is simply a ;prelude to industrial 
commercial slavery unless the Government inteITenes with its 

-strong arm, and it can not intervene unless it has the informa­
tion necessary to enable it to act intelligently and wisely. 

Therefore there must be from day to day, and from year to 
year, .a continuous investigation of these new conditions in 
-order that we may preserve all that is good in the old and sup­
plement its weakness by all that is strong in the new. These 
offices or functions on the part of the Government will require 
from year to ye.ar increased sums of money, but these sums of 
money will return to the people a higher and a surer dividend 
than any that may be approp1·iated by Congress or -expended 
by the Government in its ordin.ary affairs. 

Mr. :BEVERIDGE. .Mr. Pre:sident--
The PRESIDING OFFICER. Does the Senator from 1owa 

yield to "the Senator from Indiana? 
Mr. CUMMINS. I .do. 
.Mr. BEVERIDGE. While the Senator is upon the subject of 

.a new Issue of economy will he take into consideration the 
fact that one of the first subjects of that would be· to cut out 
the appropriations that Congress has found it necessary to make 
to aid in the enforcement of the laws against lawbreakers who 
formerly escaped and also to investigate their lawbreaking? 
That would be a retrenchment which would be a pretty expen­
sive economy to the Amei·ican people in the end. 

Mr. HEYBURN. If the Senator from Iowa will -permit me 
to ask the Senator from Indiana .a question, Where are these 
crimes being committed to which the Senator wo.uld apply this 
liberal fund? I ask for information. 

"Mr. BEVERIDGE. There have been several .appropriations 
for the Department •of .Justice and various other departments to 
use in ferreting out and procuring evidence· t-0 establish what 
everybody knew to be the commission of . crime against the 
laws. 

Mr. HEYBURN. Where do they exist? 
Mr. BEVERIDGE. The Senator asks me a question and .I 

am trying to answer. A -very celebrated case bas just been 
concluded in St. Louis. A sum of money went for that. Does 
the Senator from Idaho grudge the money that went for it? 

Mr. HEYBURN~ .I desired to know for information if the 
Senator has discovered some n.eSt of crime he wanted to ex­
pend money on. 

1\Ir. BEVERIDGE. I have not, but tb.ey are more frequent, 
I will say, th.an l myself would hlrn to see. The Senator knows 
where they have -existed. The Senator knows about the prose­
cutions that have been conducted. The Senator knows about 
the great case just concluded in St. Louis. The Senator k.now_s 
the prosecutions against law -viol.a.tors that have existed for 
some years. 

Mr. HEYBURN. "For half a century. , 
Mr. BEVERIDGE. I do not care to divert the Senator from 

Iowa to call the Senator's attention to that; but one of the first 
things in this issue of economy might possibly t-esult in the 
reduction :of those appropriations for the Department of Jus­
tice, the Department of Commerce and Labor, and the Interio1· 
Department, perhaps. I do not know whether the Senator 
thinks that would be a reduction that would be in the inte1·est 
of the American people and -0f sound public policy. 

Mr. HEYBURN. I owe the Senator from Iowa an apology; 
I did not intend to divert him so far; but it seemed to me there 
was an implied slander upon the decency and law-abiding char­
acter of the American people in the statement that we must 
provide a vast fund for punishing crime. It did not just strike 
me as being appropriate. 

Mr. CUMMINS. Mr. President, I do not desire to slander 
the American people or .American institutions . 

.Mr. HEYBURN. I was referring rather to the Senator from 
Indiana. · . 

Mr. CUMMINS. I had not spoken, either, of any vast fund. 
But I recur to my former _proposition, that every year will find 
its new duties to be assumed and performed by the Ameriean 
Government ; .an.d I ca.re n-0t how economical we may be, greed, 
avarice, lust for gold and wealth will present day by day their 
new demands upon the Government for the protection of their 
victlms. If we do not intend to make -OUT Government as strong 
a.nd good in the future and to meet the conditions of the futme 
as well as the ~vernment has met the conditions of the past, 
we might just as well abdicate, because thei·e is no chaos so 
unfortunate and so merciless as the -chaos of organized wrong 
without a government strong enough to repress it 

I am only mentfoning these things ·because they are familiar 
to all Senators. There is not a Senator here but who knows 
that the Government must go fm·wat·d with the development of 
the times. It -can not, without confessing its inadequacy, su.y 
that we will expend no money to do more than we ha\e :already 
-attempted. to do. · I do-not care at this moment to en1arge upon 
it. I ha-.e only pointed -0ut these thin.gs to make it absolutely 
sure to Senat-0rs that -you will not appropriate less next year 
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than you appropriated for the year upon which we are just 
entering. 

There is no Senator here who believes we will. On the ·con­
trary, I think I can appeal confidently to their good judgment 
and intelligent comprehension of the subject when I say-and I 
want now the attention of the Finance Committee for a mo­
ment-that, deducting the postal approp.riations, there is no 
Senator who can conscientiously say that we will appropriate 
next y ar less than $840,000,000. That discards the $30,000,000 
for the redemption of currency, because I do not believe we 
will need that sum appropriated again next year, for when 
this account is once made good, if the books are kept right and 
the law is observed, it will remain good. We will appropriate 
not less than $840,000,000, and that includes a very meager 
allowance for the improvement of eur waterways, a very meager 
allowance for the great commerce of the country, and a very 
meager allowance for our public buildings. Keep in your 
mind the :figure-$840,000,000. And what will we have to pay 
it with? We will have an internal revenue under the present 
plan of not more than $260,000,000. 

Mr. MONEY. Mr. President--
The PRESIDING OFFICER. Does the Senator from ·Iowa 

yield to the Senator from Mississippi? 
1\Ir. CUl\Il\UNS. I do. 
l\lr. 1\IONEY. I would be glad to · ask the Senator from 

Iowa, when he says we will expend $840,000,000, upon what 
he bases that estimate? The amount is $1,042,000,000 for the 
next fiscal year. 

Mr. CUMMINS. Perhaps the Senator from Mississippi did 
not understand that I deducted from that the postal appropria­
tion of about $240,000,000, and I have also discarded the re­
ceipts from postal sources, and included only the regular, steady 
deficiency that we make up every year. Eight hundred and 
forty million dollars, in other words, does not include any appro­
priation for the Post-Office Department. 

l\Ir. MONEY. Then it does not include, of course, any rev­
enue derived from that department? 

Mr. CUMMINS. It does not. The other side of the calcula­
tion does not include any revenue derived from that source. 
I am willing to swell our · customs receipts to $340,000,000. The 
most optimistic of the friends of this measure, it seems to me, 
can not claim that we will raise more than $340,000,0CO from 
this source. We never raised more than $300,000,000, save in 
one year: In the year 1907 we received $332,000,000 from 
customs revenues. The next year we went down to $286,000,- . 
000. This year we rise to about $300,000,000, and I have said 
that in the ensuing year we will receive $320,000,000. I am 
f.Tilling to say that for the year after that we will receive 
$340,000,000. 

What is the result? At the end of the year 1911 we will have 
received $175,000,000 less than we will have expended or appro­
priated. I will deduct from that now the $30,000,000, and it 
will leave the deficit $145,000,000. There is no strength of 
hope, there is no enthusiast who can, as it seems to me, reduce 
that deficit one penny below the amount I have suggested. It 
includes, of course, the $60,000,000, or enough to make still 
another addition to our- sinking fund. 

Mr. NEWLANDS. 1\Ir. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Nevada? 
l\Ir. CUMMINS. I do. 
:Mr. NEWLANDS. I understood the Senator to say that our 

expenditures for the year after next would be about $840,000,-
000, and that in that estimate he made very meager allowance 
for the improvement of our waterways and for public buildings. 
I ask him what -allowance he made for each of those items in 
that estimate? 

Mr. CUMMINS. In that estimate I have allowed about 
$50,000,000 for both. , 

Mr. NEWLANDS. Not enough by about $40,000,000. 
Mr. CUMMINS. I agree with the Senator from Nevada that 

we will probably appropriate more, that we ought to appropriate 
more, but I am endeavoring to present a statement here so con­
servative that it will command the attention of Senators and 
will give- them some reason to think, and not to plunge on, as 
we- have been doing, into sure and certain disaster. 

Mr. HEYBURN. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Sena tor from Idaho? 
Mr. CUMMINS. I do. 
l\Ir. HEYBURN. It occurs to me that in the suggestion which 

has been repeate:lly made by the Senator from Nevada, that 
we should include in the consideration of this measure the rais­
ing of a fund sufficient to carry out the plan suggested by the 
Senator from Ne,ada in regard to the inland waterways; and 
so forth, he certainly must have lost sight of the fact that we 

could not with any propriety provide for the raising of money 
to meet conditions that do not exist or are not provided 
for by existing law. · Suppose we were to raise $50,000,000 or 
$100,000,000 under or pursuant to the legislation now being en­
acted, and it might lie in the Treasury of the United States 
:five· years, and be collected during that time before the legisla­
tive department of the Government will provide for its ex­
penditure and provide the means and the methods of carrying 
out this plan. Does it appeal to the · Senator from Nevada or 
to the Senator from Iowa as a proper method of carrying 
on the Government to raise a large sum of money in anticipa­
tion of a law that may never be enacted or the terms of which 
are as yet merely in the imagination? 

Mr. NEWLANDS rose. 
l\Ir. CUMMINS. I will yield in a moment to the Senator 

from Nevada to make any response to that suggestion ·he may 
desire; but I answer it in this wise: We have not appropriated 
anything for the army for 1911, we have not appropriated 
anything for the navy in 1911, or for any establishment, and 
we are under exactly the same moral obligation to carry for­
ward the improvement of our waterways already begun, already 
outlined, that we are to sustain the army or the navy. I say it 
in the eyes of the whole world, if I had to take my choice between 
the army, as it is now established, and the improvement of the 
waterways, I would take the waterways all the time. 

l\fr. LODGE. Mr. President-- . 
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Massachusetts? · 
1\Ir. CUMMINS. I do. 
Mr. LODGE. Surely the Senator draws a distinction be­

tween existing law which requires an expenditure, which has 
to be made unless the laws are repealed, and expenditures un-
der a law which has never been enacted. · 

l\Jr. CUMMINS. Mr. President, I do draw distinction be­
tween laws which are yet to be 1mssed .and laws which are 
already passed. What I say is that we are now providing for 
the future, and I repeat, while there is a law establishing an 
army we can disband it if we desire. 

Mr. LODGE. We can repeal any law. 
Mr. CUl\Il\IINS. Certainly. 
Mr. LODGE. But the laws ai·e on the statute books. 
l\fr. CUl\IMINS. And we have had appropriations for the 

improvement of our waterways. They are simply appropria-
tions from year to year. · 

Mr. LODGE. You mean the river and harbor bill? 
l\Ir. CUM.MINS. I am speaking of the river and harbor bill. 

I call them comprehensively the improvement of our water­
ways. We are under just as much obligation to proTidc the 
money that is necessary to carry on that improvement as we 
are to provide money to maintain the navy or the army. 

1\Ir. LODGE. The Senator takes that view about -the river 
and harbor bill, but I have seen them put over again and again· 
with spaces of two or three years between them. Congress is 
not bound to. make the appropriations, the Senator will find out. 

Mr. CUMMINS. I have no doubt that is true, and there may 
have been river and harbor bills that ought to have been post­
poned or ought to have been defeated. I am simply speaking 
of a great enterprise into which the United States GoYern­
ment has entered. 

Mr. LODGE. If the Senator will allow me, I understand that 
entirely. My only distinction is that there are laws upon the 
statute books requiring certain expenditures which have to be 
made and for which the Government is responsible until the 
law is repealed, but about waterways and rivers and harbors 
laws requiring an expenditure do not have to be made. 

Mr. CUMMINS. I appreciate the difference between the two 
things as suggested by the Senator from Massachusetts; but I 
wonder if be means because we have no laws which command 
the improvement of our waterways or create an obligation for 
the prosecution of the work, therefore we ought not to raise 
any revenue that may be devoted to that end. 

l\Jr. LODGE. Not at all, Mr. President. I do not mean to 
say that they are not proper expenditures. What I mean to say 
is that in making a calculation you calculate what it is neces­
sary to be spent under existing law, and then the other thi.llgs 
are provided for as Congress appropriates for them. 

Mr. CUMMINS. Precisely; but Congress must appropriate 
for them. 

Mr. LODGE. We appropriated money for the Panama Canal 
and borrowed money for that purpose. 

l\Ir. CUMMINS. Congress can not appropriate money .unless 
it had the revenue out of which to pay any appropriation which 
might be made. 

Mr. LODGE. Of course Congress. decides how the money 
shall be raised to meet the appropriations. 

l\Ir. BURKET'l' rose. 
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M . CUMMINS. Alio-w me to yield first to the Senator :from 
Nevada. 

Mr. NEWLANDS. If the· Senator will permit me- to say 
just a few words in response· to the query of the Senatcrr from 
Idaho, I wish to say that I understood the Senator from Iowa 
te- be making an estimate of what our expenditures will be in 
1911. taking into view the- nermaI increase in the- expenses of 
the Government. 1 asked him in that connection what esti­
mates he had made for th~ improvements of our rivers· an<f for 
our public bm1dings. IDs reply wali? the moderate- sum of 
$50-,000,0001 which is not an appropriation in excess of the aver­
age amount that has been expended during, the past five or ten 
years foi· rivers and harbors and for public buildings. To that 
I replied that it was· not enough by $40,000,000. 

Let me say that there is a demand throughout the entire 
country for the· improvement of our rivers upon some com­
llrehensive plan that will enable their development for every 
purpose to which civi1ization can put them, and that that agita­
tion has taken the specific form of a demand for $50,000,000 an­
nually for the improvement of the waterways alone. That de­
mand of the people was- recognized in the conventions· of both 
parties last year, and both parties declared in favor of the im­
provement of our waterways, and had in view, doubtless, the 
demands made by the public generally. 

There is also a demand that our public. buildings should be 
construded under a system that will take these public build­
ings out of the spoils system and insure theil~ construction upon 
some scientific basis through a: bureau having in charge that 
work. It is folly to say that at least $40~000,000 annually will 
not be required for that purpose. So $90,000,000 in all, it 
seems to- me, can be· reasonably foreseen as coming within the 
range of g()vernmental expenditures within a couple of years 
for these two· purpose·s. 

Mr. SMOOT. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Utah? · 
Mr. CUMMINS. I do. 
Mr. SMOOT. I should like to ask the Senator from Nevada 

if I have misunderstood him in the past, because my impression 
has always been that he was in favor of issuing bonds for the 
improvement of the waterways of the country? 

Mr. NEWLA.1'-t"DS. Not at a:Il. 
Mr. CUMMINS. I was about to suggest to Senators not to 

enter into an argument on that subject. I do not care to have 
it injected into my remarks. 

The PRESIDING OFFICER. The Senator from Iowa de­
clin~s to yield further. 

J\fr. GUl\11\IINS. My general conclusion is that the deficit 
will be $175,000,000 at the close of the year- 1911, from which I 
deduct the $30,000,000 for the currency fund, leaving a net deficit 
of $145,000,000, which must be cared for in· some method. I 
ask that the table which I have prepared be inse-i~ted in my re­
marks. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

The table iS as foRows : 
Estimated expenditures-------------------------- $840,. 000, 000 
Internal revenue----------------------- $260,000,000 · 
Miscellaneous sources__________________ 65, 000~ 0.00 

of future: expenses permanent improvepients, the extension of 
river and harbor improvements· and internal waterways, public 
buildings, and those things, as it is to take care of the Wai: De­
partment. That was responded to by the Senator from Massa­
chusetts with a statement thatr these departments are provided 
for by law; that they must go on; and the others aTe not in 
that class. TOO policy of the Go-vernment in the past has been 

. that w.e would take care of these necessary expenses of running 
on the: War Department er- the Navy Department, the State De­
partment,, ·the Post-Office Department, and so forth, and when 
we had a surplus over to do as much river and harbor improve­
ment•as we could Ol' as much building as we could, but that has 
not met the wants of the people. We will continue to do that 
if we· have a surplus.. It seems to me it. is. unfair for the Sena­
tor t0i include in his estimate of expenses· any particular item 
fo:r. permanent improvements, because certainly we would not 
want to enact a tax system here that is. going to impose any 
enormous amount for permanent improvements. We might get 
the tax system so high as to wreck the whole machinery of the · 
Government. 

Mr. CUMMINS. I understand the apprehension of the Sen­
ator from Nebraska.. very well,. but the: fears whieh seem t°' fill 
his mind do not fill mine. I know that $75,000,000 per year 
nught to be expended for public improvements in order to serve 
the peopier and the fact that no law has yet been enacted au­
thorizing that expenditure is to me no reason for leaving the 
Treasury in such a. condition that such improvements can. not 
be made~ The Senator argues in a circle. He first finds an 
empty Treasury and therefore there can be no su-ch improve­
ments.. He refuses to- fill the Treasury by a. tax and therefore 
there can be. no such improvements .. 

Mr. HEYBURN. l\Ir. Presiden.t--
1\fr. CUl\fl\fINS. Our forefathers did Mt proceed in. that way. 
The PRESIDING OFFICER. Does -the Senator from Iowa 

yield to the Senator from Idaho? 
Mr. CUMMINS. Ido. 
l\Ir ~ HEYBURN. I should like to inquire if we are to under­

stand that the Senator would put money into the. Treasury in 
unticipation of legislation for paying. it out? 

~fr .. CUMMINS. You have put money in the Treasury always 
in anticipation of a law paying it out~ How did you make your 
appropriations for four battle ships or two battle ships? Is 
there any law that requires us to build a battle ship until you 
appropriate for it't It is precisely like the waterways. You 
expected to maintain a na:.vy and therefore you intended to. col­
lect a revenue tllat would enable you to do it. 

l\Ir. REYBURN. We did not p1:ovide the money before we 
provided for the building of the battle ships. It was done in 
the one and the same act~ out of the general financial plan of 

' the Government under existing laws for 1·aising reyenues. 
l\Ir. CUl\IMINS. l\fr. President, does the Senator from Idaho 

mean to say there is an existing law with regard to building 
battle ships? 

Mr. HEYBURN .. There was when we authorized the build­
jng of it, because it was one and the same_ law. 

Mr. CUMMINS. Precisely; but when the law- was made it 
collected the revenue out of which the battle ship was con­
structed. There was no law authorizing the building of that 
battle ship· or any other. 

Customs receipts upon the basis already 
suggested will not exceed___________ 340, ooo; ooo Mr. HEYBURN. The law for collecting the revenue suc-

665, ooo, ooo ceeded the law proposing the building of the battle ship. 
Mr. BURKETT. Mr-. President--

Leavin,g a deficit 0L-------------------------- 175• ooo, ooo The PRESIDING OFFICER. Does the Senator from Iowa 
Mr. BURKETT. Will the Senator allow me to ask him a · yierd to- the Senator n·om Nebraska? 

question? M1·. CUillfINS. I do. 
Mr. CUMMINS. Certainly. l\Ir. BURKETT. Mr. President, I do not want the Senator 
Mr. BURKETT. How mneh has the- Senator, since lle has from Io.wa ~o lac.ate me in quite the position he apparently did, 

not read the table, calculated for permanent improvements like as arguing ma circle, as he says, that because there is an empfy 
internal waterways and public buildings and those things? Treasury, therefore we will not do any of these things. I did 

Mr. CUMMINS. I answered that a few moments ago. I not intend fo. make any such limitation upon the Senator and 
only included $50,000,000 for both waterways and public build- certainly not upon the Senate. I am one of those who belie-ve 
ings. that we ought to develop an internal waterway system; I am 

Mr. BURKETT. Of course I have not seen the table. Is it one of those who believe that we ought to have a comprehensive 
the Senator's idea that in estimating the expenses of the G.ov- builcling pla~, and some ·other things in this country;. but I do 
ernment you ought to include an amount for permanent im- · doubt the, wisdom of attempting to levy by taxes on this genera-
11rovements rather than- th-e- interest- on them? In short, is it. tion money enough to erect and construct these enormous en­
the Senator's. idea that we ought to make a tax system high terprises. 
enough to meet the wants and wishes of the people at this time For example, here is an internal waterway system, estimated 
for these internal improvem_ents? . va1·ionsly at as high as $500,000,000. I doubt if it is wise· I 

_l\fr. CU:MMIN~. Answermg the. Senato~· from Nebraska, I doubt i:f it is right that we should tax this generation for that 
will say that until Congress determmes to issue bends for that eno.rnwus amount that is for the benefit of all the- "'enerations 
purpose o~ those purposes I believe fu P.roviding a current reve- . ro come. In short, I have a notion tbat we ought rather to 
nue sufficient to meet _those demands. . take up these matters of permanent improvement as an indi-

Mr. :SURKETT· I did not ~k:. the question when .the. Sena- viduuI would' do .. We sno-nJ.d ascertain how much they are 
tor said a few momen~s. ago it is as mueh tbe obligat1on gt· going to eost; we should have a cornp-rellensive plan· and tLi.en 
Congress to make provision for or to include in the estimates we should properly finance them by providing for the issue of 
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bonds. or otherwise, us the works are constructed, and let the· 
genernticns as they come along pay each its due proportion, 
if it is interested in the improvements, and perhaps provide 
for enough of a sinking fund ultimately to extinguish the in:­
debtedness. I had no idea of conveying the impression to the 
Senator that I did not want to continue this system of improve­
ment. I only d~sired to convey the impression that I would 
not go with the Senator as far as he might want to go-I do 
not know how far he wants to go-to the extent of imposing 
taxes at this time and assessing the burden on this generation 
for these purposes. 

Mr. CUMMINS. l\fr. President, of course the Senato1 .. from 
Nebi·aska asked a question ·which implied a certain position 
on my part, and I answered it ~s I thought it ought to be an­
swered. No question is ev~r asked here for information. I 
ne-rer knew a question to be asked except to reply to an argu­
ment. I was attempting to show the money which we would 
probably need in the year 1911. I had said that I had included 
$50,000,000 in that for public buildings and for the improve­
ment of waterways. That did not seem to me to be a very 
large estimate for the approprifitions that we would certainly 
make. I have not suggested raising $500,000,000 or a billion 
dollars for the carrying on of these improvements by taxation. 

I have suggested a much less sum than has hitherto, at times; 
. been appropriated for _that purpose. But the Senate, if it 
pleases, can deduct the $50,000,000 that I have put into my esti­
mate, and make up its mind that it will never- spend a cent for 
public buildings or for waterways, discard the idea entirely, 
and you will still be $!)5,000,000 short when you reach the end 
of the year 1911; and $95,000,000 is more than is contemplated 
by the general income tax which ha-s been proposed. You will 
have a deficit even if you succeed in raising every penny that 
a 2 J)er cent general income tax would raise. 

I now pass from that; and I have expended altogether too 
much time upon it; and yet ·it seemed to me that it was the 
found~tion of it all t<:> show that we needed · the money. How 
should it be · raised, or how should any part of it be 'l'aised? 
tWe have proposed a gen.era! income tax. There are some Sena­
tors, I know, on this side of the Chamber who fear a general· 
incon;i.e tax, because they ham made themselves believe that 
in some way or other it would become an enemy to protection, 
and that we could not maintain an efficient protective law to­
gether with an efficient income-tax law. I beg that they will 
put away any such delusion, for the truth is that if such a 
law as we have now does not raise the revenue that we need, 
then an income-tax law, or some other supplemental revenue 
law, is abs.olutely necessary in order that we may maintain pro­
tection. 

Mark my words that it will not be many years until it will be 
seen that if we are to maintain protection. in the United States 
we must supplement our revenues in some such way. Why? 
A protective law upon competitive commodities that is properly 
adjusted will not yield ·much revenue. If it is adjusted as it 
ought to be-although that may be beyond the power of man­
it will admit little importation upon competitive commodities, 
because the duty will be placed just at that point that wm 
make it unprofitable for the foreigner to export to this country 
if our domestic producers are willing to sell at a fair price. 
'£herefore our duties upon competitive commodities must neces­
sarily grow less; I mean :the amount collected at the custom­
houses must necessarily grow less from time to time. If the 
law that we have now in course of preparation does what its 
distinguished author expects it .will do, it will lessen the im­
portation of competitive commodities; and as our domestic pro­
ducers, under the inspiration of the protection given them in 
the law, shall .more nearly absorb and occupy our domestic 
markets, the importation of those things must grow less and 
less from year to year, and the duties received at the ,custom­
houses must therefore decrease from time to time just as the 
protecti-re system becomes more efficient from year to year. 
Then the friends of protection will be compelled either to lower 
duties upon competitive products so that they may enter our 
ports, or to increase the duties upon noncompetitive commodi­
ties in order to raise the revenue that is desired. The Ameri­
can people will not long endure the increase of duties upon non­
competitive things. When you ask them to choose between 
placing the burden of government upon wealth, upon those who 
enjoy income.s of more than $5,000, and plaeing the burden of 
government upon the necessities of life, or even upon the luxu­
ries of life, wllich they must buy abroad, they will not be slow 
in answering the question thus put to them. So 1I .say that 
every ptotectionist, every man who desires an ally for protec­
tion, ought to stand firm for the adoption _of some permanent 
supplement to our revenue. 

· Nor is the income-tax law · inconsistent with the doctrine 
maintained by Senators upon the other side of the Chamber. 
Standing, as they do, for a tariff for revenue, it is still true that 
an income tax, levied upon those who Ol,lght to bear the bur­
dens of government, those who are able to bear the burdens of 
government, will meet even that principle more perfectly than 
to levy duties upon the things that the people must use, and 
impose the weight of government only by the rule of consump­
tion. It is consistent with the doctrine of protection, and it is 
consistent with the doctrine of a tariff for revenue. It bears 
just the same relation to both that our internal-revenue taxes 
bear to taxation at the custom-house. 

I inten.d to consider presently the constitutional situation; 
but I want now, if I have been successful in showing that you 
are to be met with a deficit, to ask how are you going to meet 
it? You can not meet it by direct taxation. You know as 
well as I that the people of the United States would not sub­
mit for a single year to a tax levied according to the rule of 
apportionment. I care not whether direct taxes include some­
thing more than land, I care not what they include; but the 
Senate knows-every Senator knows-that the time has passed 
forever at which the Government of the United States will lay 
any tax by the rule of apportionment. Wealth and population 
have so far separated themselves in the United States that 
no man is or will be venturesome enough to suggest that a per­
manent income of the United States be raised by a tax levied 
according to the population of the several States. 

If, therefore, you are not to adopt some form of direct taxa­
tion, you are remitted to some form of indirect taxation; and 
what shall it be? If it ls your duty to provide for sixty mil­
lions or seventy-five millions or one hundred millions of dollars 

. to meet the necessities of the Government in the next few 
years, how will you do it? You must adopt one of three gen­
eral forms of taxation. 

You must adopt ' one of two or more methods. First, there is 
the inheritance-tax law, suggested by the Senator from Montana 
[l\fr. DrxoN]. I say, in passing, that it meets with my entire 
approval. I believe in the justice of an inheritance tax; I 

·believe that the devolution of property in the course of passing 
from the dead to the living should bear a reasonable tax, and 
should in that way restore to the Government some compensa­
tion for the protection that has been given it · in the cow·se 
of its accumulation. The income tax that we propose- includes 
the inheritance tax. 

I pass from that. Your next recourse is a stamp tax. It 
_has .often been resorted to; it has always irritated the people; 
it is attached or affixed to transactions of all ldnds, without 
any discrimination with r~spect to the ability of the person 
who pays the tax to bear it; it is vexatious, and I do not be­
lieve that this Congress or the next Congress will desire to re­
enact the ordinary stamp-tax law. You are then compelled, as 
it seems to me, to resort to some form of property tax. 

I shall presently examine the difference between a direct and 
an indirect tax, if there is any; but I want you to come with me 
now to the conclusion that, if there is to be the deficit that I 
have attempted to point out, Congress must adopt some form of 
tax upon property, and l am not now attempting to shroud the 
subject of property with any technicality whatsoever. I am 
speaking. of property in its broad and generic sense, because 
every Senator here knows that every tax, except a capitation 
tax, is a tax laid upon property. There is no tax, 'I care not 
whether it is direct or indirect, that is not laid upon property, 
except a poll tax. I am now, of course. disregarding many of 
the niceties and many of the distinctions between the various 
kinds of property and -rights. · 

I go one step further. Every tax, no matter whether it be 
direct or indirect or whether it be a capitation tax, is paid out 
of property. · No tax can be paid unle·ss the man who pays it 
hn s accumulated enough property with which to discharge the 
obligation; and many times, as it seems to me, we wander into 
a. good deal of confusion by failing to discern and to discrimi­
nate between these technicalities, and we fall short of reaching 
the conclusion, which we all must reach, that when the man 
pays the tax he pays it out of some accumulation that he has 
successfully made. 

Mr. HEYBURN. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Idaho? 
~Ir. CU.Ml\IINS. I do. . 
Mr. HEYBURN. I would like to suggest that this tax itself 

ls property-the thing itself-the tax is property, of ·course. 
Mr. CUMMINS. The Senator means the money with which 

the obligation is discharged is property. 
Mr. HEYBURN. It is of the same character as that out of 

which it is created. 
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l\Ir. CUMMINS. Precisely. There is no doubt about that. 
Mr. HEYBURN. I should like to make this suggestion: Of 

course the Senator will not answer if he does not care to at 
this time; but would it occur to the Senator, as a reasonable 
solution, that we first determine the necessity, or whether such 
necessity exists . at all, as that which · is sought to be antici­
pated by these extraordinary methods of taxation? Would it 
not be well, or, rather, would it meet with the Senator's ap­
proval-and I speak only for myself-that we adopt the. sched­
ules and let them be in force until a sufficient time has elapsed 
to test the question as to their revenue-producing character; 
and then, if we find that the necessity that the Senator is seek­
ing to anticipate exists, take up the three proposed methods and 
select between them? No evil can happen in the meantime. 

Mr. CUMMINS. Mr. President, in answer to the sµggestion 
of the Senator from Idaho, I would agree ·with him, if the ex­
penditures of the Government that must be met could be 
brougli't within the income. I am not- asking for the imposition 
of an income tax ·to meet even what seems to me the positive 
obligations of the Government to do the things that have not 
yet been authorized by law. 

Mr. HEYBURN. Will the Senator permit me? 
Mr. CUM.MINS. In just a moment I have shown that our 

incom~ for the next year will be $156,000,000 less than our 
expenditures already authorized; I have shown that our in­
come for the following year will be $95,000,000 less than our 
expenditures, even excluding everything that is problematical 
or uncertain; and I have shown that, even upon the .establish­
m~nt that ~ have now authorized, we need crnry penny that 
can be raised by the income-tax law proposed by tbe Senator 
from Texas and myself. 

Mr. HEYBURN. Will the Senator from Iowa permit me 
now? 

The PRESIDING OFFICER. Does the Senator from Iowa 
yield further to the Senator from Idaho? 

Mr. CU.l\11\fINS. I do. 
Mr. HEYBURN. Of course that statem~nt is based upon the­

accuracy of the calculation made by the Senator; but very 
surprising conditions arise. For instance, last month there was 
a jump of nearly $5,000,000 in our revenues from customs. 
There is not any danger, the Senator I am sure will agree with 
me, in there not being available cash enough in the Treasury 
under existing conditions, with the present deficit, to meet all 
calls upon the Government, and the danger that the Senator 
anticipates is only subject to the calculation made by the Sen­
ator from Iowa being correct. 

Mr. CUMJ\IlNS. Mr. President, I can not agree with the 
Senator from Idaho with respect to that. The estimates I 
have made concerning our income are in every instance most 
favorable to the extent of the income. I have given to the growth 
of the income the benefit of e.very doubt, and there is no man 
who will look into this subject but who will agree with me that 
there will be, at the end of the year coming, at the end of the 
following year, and at the end of every year following that, a 
large deficit unless we supplement the present methods of taxa­
tion by other modes or other kinds of· taxation. 

Now, Mr. President, I pass tQ. what to me is the most inter­
esting phase of this discussion. I have been held here for 
three hours discussing the financial situation of the Govern­
ment. I did not intend to occupy twenty minutes with it when 
!"began this address, but Senators will bear me witness that I 
have not willingly extended my observations upon that subject. 
They have been neces:mrily prolonged on account of the inquir­
ies that have been made of me from time to time. 

I want now, just for a few minutes, to address myself to the· 
inherent justice of a tax on incomes. It is a subject to which 
I have given a gre.at deal of thought. It is an important part 
of the political economy of the world. No Senator can dis­
charge his duty, ·and no Senator will endeavor to discharge his 
duty, without looking carefully over the field of history, in 
order to ascertain how burdens can be best borne and upon 
whose shoulders they ought to be placed. It is an interesting, 
it is a fascinating study to endeavor to trace the relation of 
individuals to the Government and see to what extent they ate 
actually contributing to the execution of the laws which protect 
them. 

:r; say-and I say it with utmost deference to my friend from 
Montana [l\Ir. DIXON), who seems to think that an income-tax 
law would be- defectiye or ino11eratiYe-that, in my judgment, 
some form of income tax: is the first tax that ought to be im­
posed. 

The inheritance tax, of course, is a part of any prope1~ly ad­
justed income-tax Jaw, because the inheritance or the g~t or 
the bequest or whateYer it may be. is a part of the income for 
the year in which it is received, and therefo:i;e we can not sepa-
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rate the equity and the justice of an inheritance-tax law from 
the justice of an in<;ome-tax law, although in some countries 
they are divided for the economy and for the efficiency of ad­
ministration. But an income-tax law ought to· be in force in 
every State. The States, as well as the General Government, ) 
ought to raise a large part of their revenues for the maintenance 
of their governments by a tax upon ability to pay, instead of 
upon inability to pay; a tax upon fortune, rather than a tax / 
upon misfortune; a tax that rests as lightly upon those who are 
called upon to bear it as the most h·ifling weight that can be J 
put into a strong hand. 

Senators, I can not conceive how there can be objections to 
the justice of an income-tax law. It places the burdens where 
they belong; it discards unproductive property and unprofitable 
la,bor, aild exacts but a small percentage of gains and profits 
and earnings actually received. It is impossible to conceive of 
any injustice in taking a little part of a surplus in hand over 
and above a most liberal allowance for the maintenance of a 
family. It exacts not a penny that is in fact needed for either 
the necessities, the comforts, or the luxuries of life. 
· I was deeply impressed with a question put the other day 

to the Senator from Idaho [Mr. BORAH] while he was discuss­
ing the income-tax proposition by the Senator .from l\Iassa­
chusetts [Mr. LonoE), immediately followed by a question from 
the junior Senator from New York [Mr. ROOT). Out of both 
questions there could be drawn but one inference, and that was 
a belief on the part of. these Senators that property was al­
ready sufficiently burdened with the taxes imposed by the Gov­
ernment; that property already bore more than its jus:t weight 
of the taxes imposed for the ma41.tenance of the laws. Ah, 
Senators, a little examination will disclose to you the fallacy 
of that inference, if it was intended to be so drawn. Property 
pays all the taxes, and, as the Senator from Idaho [Mr. HEY-
BURN) well suggested, taxes are paid with property. -

Mr. HEYBURN. And are property. 
Mr. CUMMINS. And out of property. There is no tax that 

is not in its substance, in its essence, laid ill the first instance 
upon property itself, althQugh it takes on various and divers 
forms; but if it was intended by · the suggestion to have Sen­
ators believe that property which has been accumulated in 
the hands of a few bears more than its just share of the bur­
den, then I dissent from the proposition. If it is intended to 
infer that the accumulations of the property bear an unjust or 
dispr9portionate share of'the taxes, I dissent from the inference. 

l\Ir. HEYBURN. .1\Ir. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Idaho? 
Mr. CUMMINS. I do. 
Mr. HEYBURN. The tax provided for in the amendment 

under consideration by the Senator is an excise tax. It is a 
tax, a proportion, cut out of something. 

Mr. CUMMINS. I will come to that presently. That is a 
mere figure of speech. 

Mr. HEYBURN. What I said to the Senator was that the 
tax itself is property. The Senator, I think, did not understand 

. me accurately. .As the right of taxation is property, so the tax 
is property cut out of the other. 

Mr. CUMMINS. If that is what the Senator meant, I en­
tirely disagree with him. The right to tax is not property, 
because the right to tax is a sovereign right and is not a prop­
erty right. If he means the right of the Government to say 
that I shall contribute $10 to the support of the Government is 
p:i;operty, I can not agree with him. 

Mr. HEYBURN. That is sovereignty. But what was the 
character of the right of tithes, which was the first and origlnal 
tax, pO far as we know? Was that sovereignty or wa s that 
property? 

Mr. CUMMINS. It depends entirely upon how the obligation 
to pay tithes arose. If it was imposed a~ a sovereign act, it 
was sovereignty. If it grew out of a contract, either express 
or implied, it may be considered as property. · 

Mr. HEYBURN. Does the Senator know whether it was a 
gross or a- net tax? 

Mr. CUMMINS. I do not intend, Mr. President, to enter 
upon the discussion of these questions. 

l\Ir. HEYBURN. I thought the Senator referred to it. 
. Mr. CUMMINS. They are entirely apart from tjle subject I 
am now consi!'.f.ering. I shall be glad, ~t some other time, to take 
up that interesting discussion . . 

Mr. HEYBURN. I should not have interrunte<l the Senator 
except that he referred to the statement I hnd 

4

nmde. 
Mr. CUMl\lINS. Very welJ. I make no complaint whatever 

of the interruption. In fact, I shall be g1a<l nt nny time to have 
any supporter of the proposition made by tlle Senate committee 
interrupt me. That is the trouble, the Senator from Idaho does 
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not believe· in that proposition any more than I do. I should 
like to li1t ve somebody who does beli,eve i\l it question some of 
the propositions I announce. 

I was a.bout to pursue the train of thought that came into 
existence with the question of the Senator from New York the 
other day. He asked the Senator from Idaho if he did not 
think property was already heavily taxed. I do not remember 
the answer of the Senator from Idaho; but I answer that ques­
tion in the affirmative, and I make my statement so broad that 
no one can question my sincerity. I think, in that sense, prop­
erty pays all the tax. 

But what it was intended that we shonld believe was that the 
men who do not succeed in accumulating any property that 
finds its way to the assessment roll pay no part of the tax, and 
only those who have been successful in retaining the property 
they have earned or received in some fashion pay any part of 
the tax. 

This inference is a grave error. The Senator from 1\Iassa" 
chusetts intensified it when he said that in Boston there were 
110,000 voters, as I remember the statement, and but 17,000 
taxpayers. · And he was arguing, or intended to argrie, that all 
the burdens of Government, the taxes, rested upon the 17,000 
men wlio had been so fortunate or unfortunate as to find their 
names upon the tax rolls, and that the other 90,000 men or 
more contributed nothing to the •support of the Go-vernrnent ex­
cept that part which they contributed· in the increased price of 
the things they consumed, the price of which had been raised 
by virtue of some tax laid upon those commodities by the Gov-
ernment~ · 

I repudiate that inference. I affirm that these men, name­
less so fur as the tax roll is concerne~ bear more than the share 
represented in their .consumption of things taxed by the General 
Government at the custom-houses. And I shall prove that, so 
that no person here will gainsay it. 

I' can imagine some workman, after his hours of toil, mount­
ing a street car to reach his lowly home. Before he can ride 
he is compelled to contribute to the street railway company 5 
cents, probably, as his fare. The street railway company is on 
the assessment roll-probably underassessed, but it is, never­
thel s, on the assessment roll. The workman is not upon the 
assessment roll. But will any Senator dare to declare here· or 
elsewhere that when the workman pays his 5 cents for that pas­
sage he d~s not at the same time pay a part of the taxes that 
are assessed against. the street railway company? 

I can imagine another instance : I can see the same unas­
ses ed, unknown atom . .of humanity, who can not get on the 
assessment roll, whose fortunes have relegated him to obscurity, 
and whose earnings are all consumed in the maintenance of his 
family, in the act of paying a few dollars to his landlord for 
the rent of the month that is past or the month that is to come. 
The name of the landlord is on the assessment roll, and a part 
of his. taxes are ·the taxes upon the tenement the workman oc­
cupies. But will any Senator insist that when he pays his- rent 
he is not paying a part of the taxes of· one of the e 17,000 men? 

l\Ir. ORA WFORD. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from South Dakota? 
l\Ir. CUWIINS. I do. 
Mr. ORA WFORD. If the Senator will permit me, I will say 

that if the street car which carries the poor man charges more 
than a fair consideration for the ride, I think it may be legiti­
mately argued that the excess contributes to a tax or something 
else. But if we assume that he gets the worth of his money in 
exchange for his nickel, if he gets a ride worth 5 cents, then is 
it not true that he receives the value of hi 5 cents and con­
tributes nothing to the payment of taxes? And the same in the 
case of rent: If the poor. tenant occupying a fl.at is paying an 
excessive rate, one which is above what is reasonable or just, 
then I concede the Senator's contention-and I have con ider~ 
able sympathy in this matter with the standpoint of the Sena­
tor. But unless it is an unreaBonable or excessive charge for 
rent, does not the tenant receive full consideration for- what he 
pay ? And therefore is it not true that there is in the transac­
tion n9 element of the payµient of a tax? 

l\fr. CU:l\IMINS. I gladly answer the Senator from South 
Dakota. He has confounded two perfectly distinct things. 
My argument is based entirely upo the proposition that the 
man pays no more for the railway service than it is worth, 
and that in paying the rent he pays no more than it is .fairly 
worth. And I will show the Senator from South D.akota why. 

The street railway company-I am sorry to get out on thes~ 
bypaths, · but I can not help it-- . 

Mr. CRAWFORD. · I do not want to lead the Senator away 
from his argument. 

~Ir. CUMMINS. I want the Senator from South Dakota · to 
see the real h·uth about this, and to measure my argument ac­
cording to its proper worth. The street railway company is 
entitled to charge a sum that will pay, first, all the expenses 
of operation; second, all the expenses of maintenance; and, 
third, a fair return upon the capital invested. That is the 
amount, whatever it may be, that the s et railway company 
is entitled to charge. One of the items of expen e, one of the 
items that must be deducted before you reach the sum that is 
distributable among the investors in the street railway com­
pany, is the item of taxes. The1:efore, assuming that the rates 
are fairly and equitably adjusted, every man who rides upon 
the street railway contributes something, first, to the expense 
of operation Qf the property; second, to the maintenance· of the 
property ; third, to the taxes that have been levied upon the 
property; and, fourth, to the reward which is to be returned to 
capital. 

l\fr. CR.A WFORD. l\fr. President--
The VICE-PRESIDENT. Does the Senator from Iowa fur- · 

ther yield to the Senator from South Dakota? 
Mr. CUMMINS. Certainly. 
Mr. ORA WFORD. I shall not ask the Senator to discuss in 

further detail that proposition. I simply wish to remark that 
in that view of the matter, in every transaction between two 
individuals one assists the other in the payment of hi taxe . 

Mr. CUMMINS. Precisely; the Senator is quite right. 
Every tax is, in a measure, shifted. Th~ whole framework of 
commerce is made up in that way. I am simply attempting to 
show that the man who is not on the tax. roll pays part of the 
taxes of-the community, just exactly as he pays them if he 
walks into a store and buys s0me goods. The merchant is on 
the asses ment roll; but the price that the man who is. not on 
it pays for his goods helps the merchant to pay his taxes as 
well as all other expen es incident to the busine s. · 

So it is not fair to assume, because property is taxed, and it 
only is taxed-for I do not think anything but property is 
taxed-that, therefore, the men who have accumnlated no prop­
erty, and are not assessed for taxation, bear no part of the 
burdens of goYernment, and pay no part of the taxes which 
support the Government. I think the man who receives $1.50 
a day or $2 a day or $2.50 a day-I care not what the sum may 
be--and who finds it nece sary to expend his. entire wage in . 

· order to maintain himself and his family, bears a vastly greater 
proportion of the burdens of government than the men, who are 
fortllil.ate enough to accmnulate the property of tbe world, and 
whose names are, therefore, prominent upon the tax roll 

I now pass to another subject. I do not intend to consider 
it at very great length, because it has akeady been discussed 
by the Senator from Texas in an add.res which, for profound 
analysis and comprehensiveness, has rarely been equaled; also 
in an address by the Sena tor from Idaho, who explored every 
nook and cranny and corner of the subject, and who built upon 
the truth of history as enduring a structure as I ever heard 
reared by pure reason. He was followed by the Senator from 
Utah, who, in a bad cause, exhibited as much power in forensic 
discussion as we have seen during the whole se-ssion. ·1 do 
not now intend to go through arefnlly the constitutional! fea­
tures of an income tax. I can not, howeyer, refrain from pass­
ing hurriedly over the history of the last hundred years, and 
presenting it from my view point. 

The Senator from Utah in his address said that when Ilurus 
King, in the Constitutional Convention of 1787, asked, "What 
is the precise meaning of direct taxation? " no one answer d 
him; and he thought that fact had much significance. I agree 
wiW. the Senator from Utah with regard to the significance of 
that silence. Rufus King asked the queBtion, and no one an­
swered him simply because no one could answer him. It is 
a question that never has been answered; it is a question that 
n~ver will be answered. 

Without pursuing the history of our Constitution, I will 
state that it provides that direct taxes must be apportioned 
according to the population of the several States. What is 
direct taxation? At the time of the Constitutional Convention 
in 1787 there had been, so far as I know, but two writers who 
had ever referred to any discrimination or distinction between 
d.irect taxation and indirect taxation. One of them was an 
English writer and the other was a French writer. I do not 
know whether or not our forefather had read their works, 
which had not long been published. It may be that they had 
read them. But if they had, they gave them no concrete ruid 
precise idea of the difference between direct taxation and indi­
rect taxation.- Not a member of the Constitutional Convention 
could nnswer the question. Each one, no doubt, had hi own 
view of the application of direct taxes so far as his own colony 



1909 .. CONGRESSIONAL RECORD-SENATE. 3971 
was concerned, but he could not rise and give a definition of anything that is clear to a legal mind it is that the principles 
direct taxation. Not one writer out of the hundreds who have upon which the courts have given their decisions since that 
busied themselves in the field of political economy since that time are absolutely irreconcilable with the decision in the in­
time has given a definition of direct taxation. There is not a come-tax case. 
Senator in this Chamber-there would not be if every seat in Mr. CUMMINS. The definition that has been cited by the 
the Chamber were filled-who can give a definition of direct senior enator from Idaho [Mr. HEYBURN] is simply a para­
taxation, because there is no essential difference between indi- phrase of a great many attempts on the part of economic 
rect and direct taxa tion. writers in that direction. In other words, it is said that a 

Mr. SUTHERLAND. l\fr. President-- direct tax is one that can not be shifted, and an indirect tax 
The VICE-PRESIDENT. Does the Senator from Iowa yield is one that can be shifted. The idea, bower-er, is so illusory 

to the Senator from Utah? that it requires but a moment to expose it. 
Mr. CUMMINS. I do. Let us take, if you please, a direct tax upon land. It is 8a id 
l\Ir. SUTHERLAND. As I understand it, the Senator is dis- that that is a direct tax because it can not be shifted. But 

cussing the meaning of direct taxation in the abstract. the man who rents the land pays that tax, or a part of it; the 
Mr. CUMMINS; No; I have not yet gotten to that. Do not man who buys the products grown upon the land pays the tax, 

force me to go faster. than I can go. or a part of it; because in the end the price of all these t hings 
Mr. SUTIIERLAND. I was going to ask the Senator whether depends upon the cost of producing them. 

or not he conceives that there is a difference between the mean- Mr. HEYBURN. Will the Senator permit me to a k him a 
ing of direct taxation, generally speaking or speaking in the question? 
abstract, and the meaning of the term "direct taxation" as Mr. CUMMINS. Just u moment. I pass on to another case, 
used in the Constitution? the one I instanced a few moments ago. The tax upon a hous~ 

Mr. CUMMINS. Answering the Senator from Utah, I will and lot is paid by the renter of that house and lot, if it be 
say that I do not recognize that direct taxation and indirect rented. The tax upon the circulation of banks was held to be 
taxation have any definition in the abstract I do recognize an indirect tax. That can not be shifted. The tax upon the 
that the words "direct taxes !' were used in a certain sense in income of insurance companies was held to be an indirect 
the Constitution, and I recognize that the courts of the country, tax. That can not be shifted. The tax on inheritances was 
and especially the Supreme Court, had but one thing to do, and held to be an indirect tax. That is a tax that can not be shifted. 
that was to ascertain what meaning should be attached to that so, you see, the very moment you endear-or to give a definition 
phrase as it was used in the Constitution. to the terms "direct taxation" and "indirect taxation" you 

Mr. SUTHERLAND. Does the Senator agree with his col- will be compelled the moment after to admit that the defini­
leagues upon this question-that the term as used in the Con- tion includes a great many things that you do not want it to 
stitution simply means a land tax and a capitation tax? include and excludes a great'" many things that you think 

Mr. CUMMINS. I do. ought not to be excluded. 
Mr. SUTHERLAND. If so, then he must conclude that that Mr. HEYBURN. Mr. President--

was the meaning attached to it by the framers of the Constitu- The VICE-PRESIDENT. Does the S..enator from Iowa yield 
tion. to the Senator from Idaho? 

Mr. CUMMINS. I have so concluded. Mr. CUMMINS. I do. 
Mr. SUTHERLAND. Then let me ask the Senator· this Mr. HEYBURN. It occurs to me that the Senator from Iowa 

question: If the description of the tax was so simple as that; is making a very excellent argument in the support of the con· 
if it simply meant a land tax and a capitation tax, why was it clusions of the Chief Justice and the other members of the 
that some member of the constitutional convention did not so Supreme Court in the Income Tax cases. 
answer the question propounded by Rufus King? Mr. CUMMINS. I shall presently come to that. 

Mr. CUMMINS. I assume that the reason no such answer was Mr. HEYBURN. I think the Senator may have overlooked 
made was that to say that the words "direct taxes" embraced the point of the decision I read. The merit of it is that it ex­
only a land tax, and a capitation tax would have been no plains what is meant by "direct," and gives an illustration. 
definition of the term. It would have been no answer to the That is the reason I attach so much importance to it. 
question. _Mr. BORAH. Mr. President--

Mr. HEYBURN. Will the Senator permit me to ask him a The VICE-PRESIDENT. Does tlie Senator from Iowa yield 
question? to the junior Senator from Idaho? 

The VICE-PRESIDENT. Does the Senator from Iowa yield Mr. CUMMINS. I do. 
to the Senator from Idaho? Mr. BORAH. It is apparent that if there is any tax that 

Mr. CUMMINS. Certainly. can not be shifted it is a tax upon inheritance. But, never-
Mr. HEYBURN. I should like to submit this definition, theless and notwithstanding, the Supreme Court sustained that 

among the others, for consideration: tax, holding that it was not a direct tax. That being true, how 
It is also said that the tax is direct because it can not be added to can it be reconciled with the Pollock case? 

the price of the thing sold, and therefore ultimately paid by the .con- Mr. SUTHERLAND. Mr. President, I do not want to take • 
sumer. up the time of the Senator unless he is -quite willing. 

I think that is the best definition I have er-er heard. That is The VICE-PRESIDENT. Does the Senator from Iowa yield 
by Mr. Justice Peckham. . to the Senator from Utah? · 

Mr. BORAH. Will the Senator yield to me? i\ir. CUMMINS. I do; I am quite willing. 
Mr. HEYBURN. I can not yield, because I am merely speak- Mr. SUTHERLAND. In the income-tax case, the Supreme 

ing by courtesy of the Senator from Iowa. Court held that the tax was not a tax upon property a t all, 
Mr. CUM.MINS. I yield to the Senator from Idaho. but tlJat it was a tax upon the privilege of receiving the prop-
Mr. HEYBURN. I simply wish to give the reference. That erty passing from the dead to the living, or, in other words, a 

is the language of l\fr. Justice Peckham, in Nicol v . Ames (173 tax upon the devolution of the property. And so, if the Sena­
U. S.), and it strikes me as being the clearest-cut definition that tor will further permit me, in all of these cases which th~ 
has ever been given. . junior Senator from Idaho [Mr. BORA.HJ seems unable to re~on-

Mr. BORAH. I was going to ask my colleague what_ would cile with the Pollock case the Supreme Court itself has made 
become of the decision of the case in an _attempt to reconcile the distinction that they are not taxes imposed upon the prop­
it with the income-ta..~ decision, . if that definition is to be erty, but are always taxes imposed upon some right, some 
accepted? . . privilege, some right to receive property, or something of that 

Mr. HEYBURN. With the permission of the Senator from sort, and not upon the property itself. I recognize what the 
Iowa, I will simply say that I bad no intention of going further Senator from Iowa says-that in one sense all taxes are prop­
in the analysis of this question at this time, because of the fact erty taxes-and yet there is this difference: Some taxes are 
that I am only speaking by the courtesy of the Senator from imposed upon property, while other taxes are imposed upon a 
Iowa. ·But the question propounded by my colleague is an in- right or privilege, which may be paid out of property. 
teresting one, and at some time, subject to the weather and to Mr. BORAH. Mr. President--
the patience of my colleagues, I hope to submit some views upon The VICE-PRESIDENT. Does the Senator from Iowa yield 
the question. . further to the Senator from Idaho? 

Mr. BORAH. I do not disagree with the definition given by l\fr. CUMMINS. Yes. 
my colleague. I simply say what I said in my argument before Mr. BORAH. The Constitution of the United States does not 
the Senate some time ago: That it is impossible to take the say that no direct tax shall be laid upon property. It says that 
definition which has been given by the Supreme Court since the no capitation or other direct tax-a tax upon anything that is 
income-tax decision was rendered and reconcile it with the I a direct tax-shall be laid unless in proportion to the_ census or 
principle laid down in the income-tax case. And if there is enumeration, and so forth. 
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l\Ir. SUTHERLAND. ·The point I make about it is that if it 'Standpoint that -can be applied to the varying cases as they 
is not a tax upon property, using the wo1'<l " tax " in a very .arise in government. It is wholly impossible to :be consistent 
broad sense, it is not .a tax within the meaning of the Constitu- or to be logical with regard to the application of the term if 
tion. Within the meaning of the Constitution it is then .a duty ' you depend wholly upon the abstractions which may surround it. 
or an excise and not a tax within the mea~g in which the I will _give an illustration. Adam s~ith thought direct taxes 
word " tax " is used in the Constitution. - ere taxes imposed upon the expense or the .consumption of the 

Mr. BORAH. Of course that is _purely arbitrary. What the , people, and he th-Ought they were equitable and fair, because he as­
Constitution says is that no direct tax shall be laid, not :that it sumed that the expense of a particular man or the consumption 
shall not be laid upon property, but that no direct tax shall be of a particular man :was substantially his revenue, and that a 
laid except by apportionment. Therefore, when the c.eurt held tax upon the consumption of the people would be the .equivalent 
this was not a sllifta.b1e tax, at tl~e same time it was a leviable of a tax upon the revenue or the property of those people, a 
tax without apportionment. I say it is not to be harmonized fact which, if true when Adam Smith wrote, has long ago ceased 
with the Pollock case. to be true, and therefore is -of no value in the present interpre-

l.\f.r. FLINT. l'llr. President-- tation of the 'Phrase. 
Th.e VICE-PRESIDE.NT. Does the Senator 'from Iowa yield However, I repeat that if an indirect tax is a tax upon con-

1to the Senator .from California? sumption or expense, what will you :say !!bout a tax upon in-
1\Ir. CUMMINS. I do. heritanee? Is thnt a consum'Ption or an expense? What will 
Mr. FLINT. It is exceedingly warm, :and the Sena.tor from you .say with regard to the tax laid upon the circulation of state 

Iowa has spoken for £QJlle time. I moye that the Senate take banks during the war in order to suppressor to prevent the state 
a .recess for half an hour. banks .from issuing circnlating notes as money? Was that a 

The motion was agreed to; and at the expiration of the ·recess tax upon consumption? 
~at 1 o"'clock and 4.5 minutes p. m.) the Senate reassembled. : Now, mark you, you can not contuse tbis by saying some of 

.Mr. BRISTOW~ .M:r. President, I suggest the a·bsence of a these may be excise taxes ror .imposts or duties, because th~y 
quorum. must .all fall within "the term "indirect taxes." What will you. 

The VICE-PRESIDENT. The Secretary will call the roll. .say with respect to the tax upop. the incomes of insurance com-
The Secretary -called the roll, .and the following Senator.a panies imposed as a part of the reT'enue act of the civil war'? 

answered to their names: · The fatal error of the Pollock case, to w.hich I shall .come pres-
Bacon Clay Gamble ·Penro e ently, the inherent mistake, was in attempting to apply to the 
.Bailey Crawford -Guggenheim Perkins income-tax law of 1894 the :exploded notion th.at in order that 
Beveridge -Cullom Hughes 'Root .a tax shall be an indirect tax it must be a tax that can be 
Borah Cummins J'ehnson, N. Dak. Scott .easily shifted or it must be .a tax upon .expense or consumption. 
i;f:g~ege.e 'g~~s ~~~ston.,Ala. ~:!i~t Mich. That is the reason the Supreme Court in the Pollock case ·de-
Bristow Dillingham Kean Stone parted from the rule that had been laid down in the many . ~~t;1t~Y ~~J~~t t~fg~llette ~?1~~~and decisions which preceded that case. .I may say m passing that 
Bm:.nham .F.letcher McEnery Warner the Supreme Court ii.s busily engaged at every convenient op-
Burrows Flint Ne1son Warren portunity in narrowing the decision in the Pollock case-in dis-
~~~f~~ ~~~er g~;re~an Wetmor.e carding it just as fast as it can-because in the case of Knowl-
Cl!!<P'P Gallinger Page :ton v. Moore, that followed the decision in the Pollock case, 

-being a tax upon inheritances, it expressly repudiated the 
· Mr. B.A:OON. I desire to .announce that the senior Senator pro-position that a tax in order to be .an indirect -0ne must be a 

fr.om 'Tennessee [M:r. FRAZIER] is detained from the Chamber tax upon expense or consumption. 
by personal sickne · With this general Teview of the matter in your .mind, I want 

The VICE-PitESIDE..i.~T. Fifty-i:our Senators have .answered to ,call your attention very rapidly to the histocy of the :de­
fto the roll call. .A quorum js present. The Sena.for from Iowa "Velopment of this subject prior to the Pollock case. The first 
will })roceed. case that IC3.ID.e before the Supreme Court was the .I{ylton ease, 

fr. CUMl\fINS. Mr. P:resident, I was a -little diverted from as _you :all :remember. So much has been said of it historically, 
the course 10f my argument by the interruption which took so much has been said of it analytically, that I do not pause to 
_place immediately ~efore the r~cess. _ I will endeavor to recall consider the composition of the -Supreme Oourt ·Or the composi­
Senators to the pomt mrder discusSion. il was attempting to tion of the Congress which passed the law. I only say it was 
show that the term "direct taxes rr .as used in the Constitution a tax imposed upon specific _personal :propercy. -There is -no 
of the United States, when viewed abstractly, has no definition. · refiriement of reasoning that can escape that conclusion. It 
'I had referred to the fact that at the time . of the Constitutional was imposed upon carriages kept .for .use, and therefow it fell 

on-vention, so far as I rcan now recall, this term had 'been men- upon a tangible species of ,personal proI>erty. 
tione<i by but two .economic writers-one, Ada:m Smith, in bis Now, it has been said-and the Supreme Court in one -0f its 
Wealth -0f Nations, and the .other a French writer by the decisions, in the Hylton case, said it might be-that carriages 
name of Turgot. Their general idea was that a direct tax was could be brought within the Smith definition of an indirect tax, 
·a tax upon prn:perty or revenue and an indirect tax was :a tax because carriages were consumable by use, and that therefore 
upon consumption or '8XJ>ense. But later economic writers have this might be considered as a tax upon eonsumption, but evi­
amplified that general idea "by supplying the fundamental dently the decision did not rest upon any such distinction as 
thonght, namely, that an indirect tax was one which eould be that, because if so, the tax upon a house and lot would be an 
shifted from the person wllo was called upon to pay it to .an- in.direct tax, because it was a tax upon a thing that would be 
other who was to buy the thing upon which the :tax was imposed. consumed by use. A house will wear out as well as a carriage, 

I ha"fe n@ doubt that the framers of our Constitution held and I do not think the Senators ·upon ·the other side of this ques­
\a ied opinions with Tega.rd to the meaning of the term "direct tion would agree that a tnx upon a house and lot was an indi­
ttaxes." I ha Ye no doubt that they thought ·of this j:erm largely rect tax because the house would wear out in the course of time. 
as it had been upplied t-0 taxation in their own colonies. But I do not suppose that they would agree that a tax upon the 
I believe it to be true that a great majority of tbe framers of property of a Tailway company is an indirect tax because its 
thQ onstitution thought of direct taxes as those imposed upon property will wear out just as rapidly as a carriage of the 
land with its improyements -and tll.e ca})itation tax. I believe Jlylton case would weaT out. We must, therefore, find some 
that by far the -greater nnmber limited it in their own minds, ·other distinction in the Hylton case, and we find it in what was 
though little was said .abo.ut it, to these two objects of taxation. -repeated by each justice as he delivered his opinion, namely, 

Because of this ntguen.ess of -definition, because -0f this want that the phrase" direct taxes" must be so construed as to make 
.of clear, precise application of the term, it was 11Il tlle more the Constitution an efficient, workable instrument, and that no 
es entlal; it was all the more imperative tha.t wheneYer that taxes can be construed as direct taxes unless they can in fair­
phrase came before the Supreme Court for interpretation and a ne s and in equity b.e apportioned n.mong the States according 
.construction had been gi"fen it as the sense in which the greater to the population of the States. 
number of the framers of the Constitution intended it, and once If there is one thought dominant in the Hylton case, it is 
being applied, a concrete definition once being agreed upon, it this, and it ought to have been the prevailing and controlling 
sheuld never thereafter have been departed from, because the thougllt of every court as it ca:m.e to construe the Constitution in 
moment that departure was made from that definition or that this respect : The Constitution was not intended as a vague 
application there was no sure, certain resting place. and a futile thing, and when it said that dh·ect taxes 'Should be 

The very moment that any court drifts away t@ .an application ·apportioned -aecording to population, it meant only tho e taxes 
of this term, according to the views ·of economi-c writers, that · which could in fairness be apportioned. In those da:ys the tax 
very moment the subject becomes one .of pure confusion, for upon real estate was the •only tax that could 'be fairly ·ap-por­
there is n-0 td.ennition, I repeat, -of · the term from an abstract ticmed. There is some stability in real propercy~that is to 
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.sny, there was some relation in those days between the value of to lands and slaves. There could not be a more emphatic con­
real property and population1 and it was thought then that that struction of the Constitution and of these decisions. rendered 
relation might continue. in the early days of the Republic, than the i·epeated acts of 

Of course now even that has passed away. As I said long Congress with respect to it. 
ago, there never will be a Congress, unless the very life of the The question relating to indirect taxation did not arise again 
Nation is at stake, th!tt will levy a direct tax. A tax upon land until the revenue acts of the civil-war period came under ju­
levied now would be intolerable, distributed among the States dicial review, for it was not until the wru· of the rebellion in­
nccording to their population. You will never read in the creased the expenses of the Government beyond the ordinary 
whole future history of the United States a suggestion with sum that Congress found it necessary to employ this power be­
respect to levying a direct tax, and whatever taxes Congress yond the point at which it is usually employed, in the imposition 
does employ must be indirect taxes. Therefore the term of internal-revenue taxes and import duties. Then came the 
"direct taxes" should be limited to the fewest possible objects. struggle. Congress levied taxes upon a great many things. As 
So the court in the Hylton case decided that direct taxes em- I remember it, among other things, upon insurance companies, 
brace nothing but poll taxes and taxes upon land with its what would now be called, I suppose, " excise taxes; " and, I 
improvements. think, as they were levied then, they were excise taxes. Out of 

Mr. SUTHERLAND. Mr. President-- the exercise of that power there arose, first, the case of the 
The VICE-PRESIDENT. Does the Senator from Iowa yield Pacific Insurance Company v. Soule. I believe then for the 

to the Senator from Utah? first time the Supreme Court had occasion to directly examine 
Mr. CFMMTNS. I do. this question after it had left it in the Hylton case. 
Mr. SUTHERL.AJ'l.'D. I think the Senator from Iowa is in What was the act of Congress under consideration? It was 

error in saying that the Supreme Court in the Hylton case an act imposing a duty upon the incomes of insurance com­
decided that the only direct taxes were those imposed upon panies-all the income of insurance companies. It was assailed 
land nnd upon polls. No judge of the three who spoke upon on the ground that it was a direct tax . • It was not a tax upon 
that question authoritatively made any such decision. One of consumption; it was not a tax upon expense; but it was a tax 
the judges said-- imposed upon the property of insurance companies under the 

l\fr. CUMMINS. Mr. President, the citation the Senator from guise of taxing-and I am not speaking of it disparagingly­
Uta.h is about to read has already been read in the RECOBD more under the guise of taxing insurance companies for the privilege 
than once. I know perfectly well his interpretation of that of doing business. 
case. I have my own, and I would a great deal rather that Then the Supreme Court had oC'casion to examine the validity, 
any answer the Senator from Utah desires to make to my inter- the strength, and the soundness of the Hylton case. I will not 
pretation ·of that decision should be made at a later time. enter the case further than to ' say the court put away once, 

Mr. SUTHERLAND. l\fay I ask the Senator, then, what and it should have been for all time, the fallacy that an indirect 
language he finds in the Hylton case that will justify him in tax must be one that is levied upon consumption or upon ex­
saying that they decided this question? pense; and it affirmed, as it ought to have been for all time, 

Mr. CUMMINS. I will answer that question. The Senator the propo ition that a tax levied upon property-for I care not 
from Utah [l\Ir. SUTHERLAND] very cleverly confines his ques- whether it was upon the privilege of doing business or whether 
tion to the language used by the Supreme court in the Hylton it was upon the property itself-was valid. It was so held 
case. I have not said that any judge said in exact terms in the upon the authority of the Hylton case; and it was so held be­
Hylton case that direct taxes were limited to land taxes and cause the Supreme Court understood that in the Hylton case all 
poll taxes. I have said that that was the decision, and I ro- kinds of property except, land, bad been put away from the 
peat it. The Supreme Court in language said that probably :no operation of the clause providing for direct tax.ation according 
other taxes were within that term than land taxes and capita- to population. I may not r ecite these cases in order; I only 
tion taxes, but they decided that a specific tax upon specific recite them as they come into my mind. 
personal property was not a direct tax, and that decision ex- The ne..'{t case, as I remember it, was Veazie Bank v. Fenno. 
eludes e~ery other species of property from the· operation 'of What was it? During the course of the war, and toward the 
the term. close of the war, it became apparent that it was not wise to allow 

It is ntterly impossible to conceive any property that can .fan the state banks to continue their circulating medium. There­
within the te~m "rurect taxes" after you pass real estate, unless fore it was determined that there should be a tax of 10 per cent 
it be tangible personal property. Therefore, if 1 show, as the put upon the amount of the circulating notes of banking insti­
Hylton case does show, that the Supreme Court there decided tutions. P ersonally I do not believe · the tax was levied for 
that a tax upon tangible personal property was not a direct tax reveBue. It was in the form of a tax for revenue, but in fact 
I have proved, it seems to me, to the satisfaction of every ·rea~ it was a tax to prohibit the circulation of state banks. Out of 
sonable mind that all kinds of property except land are excluded that law there came a case to the Supreme Court. Again it 
from the operation' and interpl'etation of that phrase. became a question of whetller such a tax was a direct tax or 

It to me is a demonstration. It is not possible to name any an indirect tax. Again tlle Supreme Court was caned upon to 
sort of property upon which the term " direct taxes,, can fall determine whether it would adopt the rule of the Hylton case 
except land, if personal property be excluded from the term. or whether it would disregard it, for the tax upon these note·s 
Every other sort of property is, as will be univei·sally admitted was not a tax upon expense; it was _not a tax upon consump­
farther removed from the notion that we have in our mind~ tion; it was not a tax that could be shifted; it was not a tax 
when we speak of direct taxes than is tangible, specific personal that answered any of- the abstract definitions of economic 
property. writers re pecting indirect taxes: and yet again the Supreme 

Court, upon the authority of the Hylton case, upon the assump-
Therefore from the moment that decision was rendered it tion that nothing but land came within the constitutional pro­

was decided that the Constitution intended only to require taxes vision with regard to direct taxes, declared that it was an 
on land and slaves in those days to be apportioned according indirect tax. r belieYe it put the decision upon the ground that 
to the population of the States. I do not speak of poll taxes, it was an excise tax or duty _ for the privilege of issuing and 
because they apportion themselves without any description or using circulating notes as a part of the ban1..'ing business. 
interpretation. So it went on to other ca es. I think the next case was that 

We therefore began in 1796 not only with the expression of of Scholey v. Rew. There '\\'US here involved the validity of the 
the opinion of the several judges that direct taxes were so law taxing the devolution of the title to proi)erty. Again the 
limited, but we began with a decision which in its terms ex- Supreme Court sustained the Hylton case; again it announced 
eluded everything else, if the rule adopted by ~ese judges the principle to which I have referred. · 
should continue to be the rule of the United States. Then came the Springer case, which confessedly decided the 

Now, I pass along. I will not refer to the fact that four exact question which we have now before us, or that the Su­
times Congress found it necessary to levy a direct tax, four preme Court had before it in the Pollock case. 
times after this decision in tlie Hylton case. I know the Sen- Thus for a hundred years there had been a continuity of de­
ator from Utah feels that because in a certain resolution that cisions sustaining this vital power upon the part of the Con­
Congress passed, asking the Secretary of the Treasury for a gress of the United States to levy a tax upon property, upon in­
report where other things than lands were included, thei·efore, come without apportionment. For a hundred years it had 
Congress had in its mind that direct taxes might be levied upon been the accepted doctrine that no tax except a Jund tax need be 
something else than land. I will not pause to consider that, apportioned among the States according to population. If we 
because it has already be-en discussed at sufficient length. I are to appeal to the rule stare decisis, I have a better · title to 
only stop long enough to emphasize the fact that in the tour appeal to it than those who seem to think that what we propose 
times that Congress since the decision in the Hylton case had is in disparagement of the Supreme Court; that we are attack­
occasion to levy a direct tax, each time it _limited the direct ing in some way the confidence that ought to be reposed in that 
tax to land, the improvements of land, or, in the early instances, exalted tribunal. I baYe a better i·ight to appeal to the hls-

- ---------
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tory of n hundred years and to the often repeated decisions of personnel of courts. It was the Supreme Court when It de­
tlJe Supreme Court of the United States for the purpose of es- livered its opinion in the Pollock case in 1 05, I believe, and it 
tnblishiug the stability of constitutional interpretation aI}d in- is the Supreme Court still. We do not know, and ought not 
strl!ction than has any man to appeal to the single case decided to know, that there ha been any change in the membership 
by n divided court; deciueu not only by a divided court, but of the Supreme Court. When I have a proposition or principle 
by tb opinion of one member of that court; and not only so, of law that I desire to submit to a court, I do not ask what the 
but HlronO'h the opinion of one member of the court-and I say individual opinions of the judge may be; I appeal to the court 
it without the lightest criticism upon his conduct--who as the abstract repository of the wisdom of the judicial branch 
changed his views with · regard to the subject between the of the Go,ernment, expecting justice, but not expecting to be 
original hearing anu the rehearing. governed by anything tha.t I may know in regard to the indi-

All, i\Ir. President, I have little regard for that sentiment vidual character or opinions of the judges. 
which uggest that it is an indelicate and an improper thing Mr. HEYBURN. Mr. President, the Senator evidently mis­
for Congress again to ask the Supreme Court to review the understood me. I was speaking of the view of the court in re­
constitution in this respect. Indeed, I beliern that the senti- gard to the opinions of its predecessors, and not in the view 
ment grows out of a confusion of two perfectly distinct prin- of an outside indi-ddual. The court never recognizes any 
ciple8. Every lawyer knows that there is a principle which is change in its membership, and if any constituted court that 
expre ed in the rule res adjudicata. It is essential to a good, preceded has held, upon reasons satisfactory to it, that a law 
or<lerly government; it expresses the very Yoice of government. was constitutional or otherwise, then the court subsequently 
I ao-ree that when a court of final resort determines a disputed re-'iewing that deci ion will not disturb it, even though the 
ca e, that is the end of the dispute so far a the parties to it personnel has changed. The point of view is >ery different 
nre concerned; that patriotism and· good citizenship require from that of the members of the court a.nd that of persons out­
in taut and complete obedience to the decree of the court; and side of it. 
that he who challenge~ it any further than through the estab- l\lr. CU.Ml\JINS. I think I understand now the sugge tion of 
lished tribunals for approaching the courts is guilty of little the Senator from Idaho better than I did a moment ago, but 
less than treason to the laws of his country. still I am at variance with him. The history of the courts in 

Therefore the i1arties who were involved in tbe ca e of Pollock the United States is full of reversal of opinions rendered at a 
'lJ . The Farmers' Loan and Trust Company are bound by the prior time by a court wllos personnel has changed. Human 
decision of the conrt in that case. They ought not to que tion nature does not permit great continuity in the membership of 
it; and they do not question it. But there is another familiar court ; and therefore when a court at a given time comes to 
rule. It i stare clecisi . This is simply a rule of stability; it consider the propriety of rever ing a former opinion interpreting 
is a rule of policy; it is a rule that is intended to make cleci- the 'onstitution or interpreting any other law of the land, I 
ions uniform, and it is intended to inform and advise citizens take it that it does it without any regard to the membership of 

of the Jaws and the construction of the law which goyern them. the court. · 
It is not indelicate, it is not improper, and it is not an offense Mr. IIEYBURN. Mr. President, I would suggest this as the 
ngainst propriety for any man to challenge a deci . ion of the rule, ns I understand it, that every presumption is against it, 
Supreme Court in another suit. Our Supreme Court records and the reason for reYersal must be overpowering and all com­
n.re full of instances in which the Supreme Court has reversed pelling. A. court never does reverse itself except where the 
itself. There is not a sl,lpreme court in the land that has not conditions ha.'e changed to such an extent that they arc com­
rever ed its decisions. It is true that they bold fa t to the rule pelled to give a different application to the rule of law. 
stare decisis; that is, prima facie; that i , unle s good reason l\lr. CU~HIINS. Mr. President, with a part of the sugge tion 
be shown, they will follow their prior opinions and their prior ju t made I am in entire ympathy. I do not believe that the 
decisions upon the subject involved; but the rule stare decisis Supreme Court of the United States ought to reverse a former 
has never yet forbidden a litigant to appeal to any court for a opinion for light or trivial reasons. I think it is true that it 
reversal of a rule e tabli hed in some decision to which he was would be nece sary to convince it with much certainty; but 
not a party. ' where the error, as I view the subject, is so palpable as it is in 

In the twenty-firn or thirty years of my practice of my pro- the present case, I have no doubt that when the question again 
fession, it has happened to me a score of times to adYise a ~li- reache the Supreme Court it will be ruled in harmony with the 
ent to again in\oke the decision of a supreme court, and to ask principles of these hundred years of judicial decisi_ons. 
that tribunal to reverse and o>errule a former opinion that I I might just as well at this point speak with regard to the 
believed to be wrong. It is a constant practice in the profes- propo ell con titutiona.l amendment. I think I shall vote for 
sion, approved everywhere, and nece sary everywhere, because it· and while I think it is 11l'Oposed by the committee with ex­
courts, like individuals, make mistakes; and when their mi - ac'tly the same motive that prompted the committee in propo -
takes become obvious and palpable to them, they correct them, ing the amendment that I am considering, as was acknowledged 
and they ought to correct them. yesterday by the chairman of the committee, it would seem to 

It i just so here. If the Supreme Court of the United States place one in oppo ition to an income tax to vote against it. 
m:Hle a palpable error-a clear, manifest error-in the Pollock I believe that the better cour e would have been to have passed 
ca e, if its subsequent decisions ha'e taken away the very foun- an income-tax laV1 ~.ad taken the opinion of the Supreme Court 
dation of tbe structure which was there reared, it is not only when a case should arise under it, and, if that decision ad­
proper for Congress again to invoke its powers; not only _proper hered to the conclu ions in the Pollock case, to have then pro­
for it again to ask for a consh·uction of this part of the Con. ti- posed a constitutional amendment. That, howeYer, has not 
tution, but it is its duty to do so if it believes that Congress bas recommended it elf to the committee, and unless something 
the power that was denied to it .in the Pollock case. It seems happens that I do not now foresee, I shall vote for the con­
to me a morbid, ill-founded sentiment that i sought to be created stitutional amendment. I shall vote for it, however, knowing 
that we are in any way impairing the confidence that the people that it is brought forward here, not by its original author, th 
have in their courts or in any way unduly criticising the action Senator from Nebraska. [1\lr. BBowNJ, but by its more recent 
of the courts in again affirming that Congress has the power sponsors, simply as one of the instruments to defeat the income­
to levy an income tax under the Constitution, not as it is to be tax provision proposed by the Senator from Texas and my elf, 
a.mended by the proposition now before the Congress, but and I shall vote for it without the slightest hope that it will 
through the wisdom and sagacity of the fathers of the Repub- ever become a part of the Constitution of the United States. 
lie arnl in accordance with a long line of established decisions, I know the views of men too well to believe that there are 
unbroken for a hundred years. not 12 States in the Union in which an alert and vigilant 

l\Ir. HEYBURN. Mr. President-- minority can prevent the adoption of this resolution by the 
The PRESIDING OFFICER (Mr. KEAN in the chair). Does legislatures of tho c States. If I am living in the year to 

. the Senator from Iowa yield to the Senator from Idaho? come, say firn or six years hence, and if I am then a 1\lember 
Mr. CUMMINS. Ye·. of this body, while I will not do it with any plea.sure, never-
1\fr. HEYBURN. Does not tile rule go much. further, ·and i thele I will not deny ruy elf the satisfaction of pointing out 

not this the rule: That even though the court as at present the fate of the proposed amendment to the Constitution. In 
constituted, had it been dealing with the que tion originally, my judgment, you will never hear from it, or much of it, after 
might have decided differently, yet if the court as then consti- it has passed this Congress. I say that in order that it may 
tuted held a conclusion that was sustained by the law from be understood that I vote for it without any expectation that 
their standpoint, that this court, even though it would have it will ever be effective in sustaining an income-tax law. 
decided differently, would not disturb it? Is not that the true I come now to the measure that has been proposed by the 
rule? committee. I have said all that I desire to say with regard to 

t l\fr. CUMMINS. Mr. President, it is not the true rule. So the income-tax provision which was before the Senate prior to 
far as the law is concerned, it .does not recognize the chnnglu<Y the introduction of the amendment by the committee. I want 
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now to consider that. I do not like the way it came into Con­
gress. I do not asperse anybody's motives; but I know, and 
you know, that if it had not been likely that the income-tax 
amendment that we proposed would have passed the Senate, 
this amendment would not have appeared. I have a right to 
say that, because of the avowal of the chairman of the Finance 
Committee yesterday. I knew something of that kind.~ but I 
never would have disclosed on the floor what I had heard in 
confidence or semiconfidence, had not the admission been made 
upon the floor. It is here simply because it was necessary 
to ha "e an instrument of this sort in order to defeat the gen-
eral income-tax provision. · 

What is the general income tax? It is a tax: laid upon every 
income, whether of individuals or of corporations, that ex­
ceeds $5,000. It is fair; it is just; it makes all men under like 
conditions contribute equally to the support of the Government. 
What is the amendment which is proposed by the committee? 
I shall not now attempt to describe it in technical language. I 
describe it in commonplace language. With our amendment, 
every man who had an income of more than $5,000, or · every 
corporation that had an income of more than $5,000, would 
have been compelled to have paid 2 per ·cent upon the inco-me 
in e:x:cess of $5,000 for the support of the Government. 

And what does the committee 'amendment mean? Needing a 
revenue, as we do need a revenue, it proposes that every man 
who has a share of stock in a corporation, whether he has an 
income of a hundred dollars or a million dollars, shall pay a 
pa.rt of the expenses of the Go-v-ernment because he 'is a share­
holder in a corpora ti on. It does not observe the essential, the 
fundamental principle of the taxation which is proposed in the 
original amendment. It is a mere figure of speech to say that 
u is a tax upon corporations. So far as taxes are concerned, 
corporations are mere trustees for their shareholders; and their 
shareholders must pay the tax. Wben you levy a tax on a cor­
poration, you are levying it upon either the shareholder or the 
person who deals with the corporntion, who employs it for 
services, or who buys fro~ it a commodity. One or the other 
of these classes will bear the tax which it is n-0w proposed to 
put upon c-orpoi-ations. 

But what is it? I believe it is a property tax. I belie,·e it is 
nn income tax. Ielevies a duty upon the incomes in excess of 
$5,000 of all corporations With capital stock and of all insurance 
companies. Disregarding the husks and artificialities with 
which we surround our legal thought, it simply levies this duty 
upon the men who have invested their money in the shares of 
c01·porations, whether they be l"ich or poor, whether their in­
comes are great or small, and upon the contributions of the 
policy holders of in urance companies, no matter how great or 
how little those contributions may be or no matter how profit-
able or unprofitable the ventures may be. . . 

Mr. REYBURN. Will the Sena.tor permit me a question? 
The PRESIDlNG OFFICER. Does the Senator from Iowa 

yield to the Senator from Idaho? 
Mr. CUMMINS. I do. 
Mr. HEYBURN. I should like to inquire whether there is 

any difference in regard to the question whether it is a per­
sonal or a property tax between the Senator's proposed amend­
ment and the amendment under consideration? Is not the in­
come tax a property tax as proposed by the Senato1· from Iowa·? 

Mr. CUMl\HNS. It is. 
Mr. HEYBUR]i. Then, so far as being a property tax is con­

cerned, there is no difference? 
l\fr. CUUl\HNS. If the tax proposed in this new amendment 

is what I believe it to be-
Mr. REYBURN. A property tax. 
Mr. CUMMINS. A property, an income, tax-it is, from the 

constitutional standpoint, precisely like the income tax we 
have proposed. It is subject to the same objection. It is either 
overridden by the Pollock case or sustained by the previous 
.cases, just as our amendment is over~idden or sustained. AJ:d 
if we adopt it and that construction is the one to put upon it, 
you will meet in the Supreme Court precisely the same objec­
tion that is proposed against our amendment. 

Mr. HEYBURN. Then., if the Senator will permit me, the 
only difference between the proposed tax on the income of 
corporations and that proposed by the Senator from Iowa is 
in the classification of the snbjects of taxation? There is no 
difference in the principle of taxation? 

Mr. CUMMINS. Legally speaking, if I have put the right 
interpretation upon it, there is no difference. I . know ver:v wen 
that those who staild for this proposition of the committee 
will not agree tha.t it is a property tax; they wtll not agree 'that 
it is an income taj,'.. They pretend, through a methbd that I 
shall presently mention, to escape the objection that it is a tax 
upon property or a ta.x upon income, and thus ll. void th~ decision 
in the Pollock case. 

I, however, believe that the effort to do so is merely erecting 
a barrica.de of words behind which they ~ndeavor to shelter 
themselves. I shall come presently ·to the consequences, if it 
is not an income tax or a property tax. But my first proposi­
tion is that it is a property tax, and therefore I say it chal­
lenges the decision of the Supreme Court in just the same way, 
to the same ~ent, and will meet the same· fate when it reaches 
the Sup1·~me Court as onr :amendment would eAPerience . .I 
believe that so viewed it is constitutional in so far as the levy 
of a tax upon incomes is concerned. It has other infirmities 
which I shall presently point out. 

Mr. BRANDEGEE. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Connecticut? 
Mr. CUMl\IINS. I do. 
Mr. BRANDEGEEl I understood the Senator from Iowa to 

state that the proposed committee amendment is not really a 
tax upon corporations, but is a tax upon the stockholders or 
upon the dividends of the corporation. lf that is so, is not the 
same thing true of the proposed income tax upon corporations 
contained in the Senator's proposed amendment? 

l\Ir. CUMMINS. It is, with this difference: In the amend­
ment I propose if the total income of the shareholder does not 
reach $5,000, he is then not taxed. It preserves the central, 
fundamental idea of an income tax. In the case · proposed by 
the committee, if a poor deVil has 1 share of stock in a corpora­
tion, and it is all the income he has, he is nevertheless taxed. 
My desire is to relieve the incomes of men to the extent neces­
sary to maintain their families, to support and educate their 
children, beca:use I belie-ve that they owe a higher duty to their 
families than they owe to the Government. 

Mr. GALLINGER. Mr. President-· ~ 
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator fr-0m New Hampshire? 
Mr. CUMMINS. l do. . 
Mr. GALLINGER. The Senator meant to say, I . assume, that 

if the income in the first place added to other items of income 
does not nggregate $5,000, the man is not taxed? 

Mr. CUMMINS. Precisely-in our case? 
Mr. GALLINGER. Yes. . 
Mr. CUMMINS. That is true. Possibly I ought to correct 

that. I had it in my mind. 'I'he effect of our amendment is 
that no tax is laid upon a person unless his income from all 
sources exceeds $5,000; while in the proposal of the committee 
the tax is laid upon the income -0f every shareholder of a corpora­
tion that has a net income of more than $5,000, without regard 
to the extent of the individual income, whether that is the only 
income the shareholder recei"rns or whether he receives other 
income from different sources. · 
. That is the injustice of this proposal. It is not in accord 

with the humane civilization of this age. It is not in accord 
with the modern thought It totally disregards every advance 
we have made in these years toward relieving those who are 
unable to bear the bm·dens of government -from a greater share 
than is necessary, and giving them, as I said before, the oppor­
tunity to dev-ote the first of their energies, the first of their in­
come, the first of their earnings, to a dearer and more sacr~d 
object than the maintenance of the Government, viz, the maint~­
nance of their citizenship and the support of their families. 

But I UQW come to another point. Suppose this is not an 
income tax? 

Mr. SUTHERLAND. May I ask the Senator a question? . 
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Utah? 
M:r. CUMMINS. Yes. 
Mr. ·SUTHERLAND. The Senator says that so 1far as the 

constitutional question is concerned, he thinks there is no differ­
ence between the tax imposed by his amendment and the tax 
proposed to be imposed by the committee amendment. 

Mr. CUMMINS. I dkl not quite say that. 
Mr. SUTHERLAND. The Senator certainly said that both 

are taxes upon property1 and that if one is subject to the con­
stitutional objection that it is a direct tax:, the other is. 

Mr. CUMMINS. That I said. 
Mr. SUTHERLAND. Does not the Senator recognize the fact 

that in the Soule case the Supreme Court expressly held that 
the tax was imposed upon the busine.~s and not upon the prop­
erty -0t insurance compa.n1es7 

Mr. CUMMINS. Does the Senator want a categorical nnswer 
to tha.t ques'tion '! . 

Mr. SUTHERLAND. Yes; if the Senator can give it. 
Mr. CUMMINS. I do recognize that the tax in the case of 

Pa.ci1lc Insurance Company v. Sonrn was a tax which was laid 
by law upon the business of insurance. 

Mr. SUTHERLAND. On dividends deTived from the income 
of insurance companies. 
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1\Ir. CUMMINS. That · is, it was laid only upon t hose cor­
poratio11s that were engaged in t he insurance business. 

Mr. SUTHERLAND. Now let me ask the Senator if he is 
familiar-as I have no doubt he is-with the case of the 
Spreckels Sugar Refining Company, to which the P resident called 
attention in his me sage? 

1\Ir. CUMMINS. I have it right here, open; and I expect to 
read to you to your heart's content in a vei.·y fe .., minutes. 

Mr. SUTHERLAJ\L>. Will the Senator permit me to call his 
attention to a single phrase in that case? . 

.l\Ir. CUMMINS. Do not, if you please, call my attention to 
any part of the case until I reach it. I shall come to i t pres­
ently,- and then I shall invite any questions the Senator may 
ha\e to ask. I shall be glad to have them asked. 

1\Ir. l\IcCU.MBEil. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from North Dakota? 
Mr. CUMMINS. I do. · · 
Mr. McCUMBER. I appreciate that there is a good deal of 

complexity about this slight differentiation between a tax upon 
property and a tax upon the right to do bu ine's; and there is a 
good deal ·of rather delicate refinement, it seems to me, between 
the hvo. · 

Mr. CUMMINS. Unneces ·a1>y refinement. 
Mr. l\,;foC IBER. Yes; unnece sary refinement. I should 

like to ask this question, which either the Senator from Iowa 
or the Senator from Utah can answer. The Senator from Iowa 
states that so far as these two amendments are concerned, the 
amendment he propo~es and the amendment the committee 
proposes, they are both really a tax upon property. We will 
take the case of the Senator's amendment, and instead of say­
ing that we shall levy a direct tax upon the income, we will sup­
pose that he should o modify it as to say that we shall levy a 
tnx upon the bus iness and make the basis of it the income; 
that is, that it shall be proportioned upon the income. What 
difference would there be, in principle, between that case and 
the amendment the committee has introduced? 

That is a matter that has puzzled me somewhat-to say 
what the court would decide provided you put the Senator's 
amendment in that language. 

Mr. CU.l.\ll\lINS. 1\lr. President, the Senator from North 
Dakota has touched the very heart of things, as he llSUally does. 
We could just as well say in our propo ed. amendment that the 
tnx was levied upon the right to receive and spend income. 
We could say that it was a tax levied upon the business of re­
ceiving income. There is no limit to the ingenuity -of man 
when he attempts to hide the real truth. I ham no patience 
with these nice and unnecessary and extraordinary distinctions. 

Ur. BORAH. Mr. President--
The PRESIDING OFFICEll. Does the Senator from Iowa 

yield to the Senator from Idaho? 
1\lr. CUMMINS. I do. 
Mr. BORAH. In view of the suggestion of "the Senator from 

North Dakota, I will state that the Senator from California 
said yesterday evening th::i t this was not intended as a tax 
upon the privilege of doing bu iness as a corporation, but a tax 
upon the privilege of doing business. If that be true, and the 
amendment is to bear t hat interpretation, why can you not lay 
a tax upon the mnn who engages in the business of buying 
bonds and collecting interest upon them for the privilege of 
doing so jt:-Gt a w li as yon can Jay it upon the privilege of 
conducting a business of any kind? 

Mr. CUMMINS. I had thought of another illustration. 
l\Ir. FLINT. I will ask the Senator if that is not just what 

was decided in the Spreckels case-that that could be done? 
1\fr. CUM HNS. I will come to that directly. You might 

just a well levy a t ax upon the privilege of being blue-eyed 
or brown-eyed or white-haired. You might just as well levy a 
duty upon the privilege of doing business on the north side of 
a street or the Qouth side of a street_ The occupations and the 
avocat ions of men and their conditions are capable of infinite 
>ariety. There must be, however, as it seems to me, some sub­
stantial reason in the classifications in which the legislature 
indulge'. 

But I come now, if I can, to again take up the thread of my 
argument. Assuming for the moment that this is not a tax 
upon property, that it is not a tax upon the incomes of corpora­
tions, and therefore the incomes of stoclrnolders in corporations, 
but assuming that it is a tax upon something else, what is it 
upon? According to the answer given yesterday by the Sen­
ator from California, jt_ is a tax upon the privilege of doing 
business. You might just as well say that men should be taxed 
upon the privilege of breathing. 

Mr. HEYBURN. Will the Senator per mit me to call his at­
tention to the language-

Mr. CUl\I.l\IINS. I am coming to tha t presently. Do not an­
ticipate me. I do like to occasionally spr ing a surprise upon 
t he Senate. 

The PRESIDING OFFICER. The Senator prefers not to 
yield. 

Mr. CUMMINS. But Senators are all so keen and alert that 
they prevent me from having the opportunity that I very much 
CO\et. 

Mr. HEYBURN. I regret it. I would not for anything out· 
run the Senator's mind in this matter. 
. Mr. CUMMINS. The Senator is, I presume, about to call 
my attention to the fact that this tax is laid upon their busi­
ness as corporations. 

l\Ir. HEYBURN. No ; I was going to call attention to the 
fact that the bill names this item; it gives it a specific name. 
It says, " a special excise tax." 
· 1\fr. CUMMINS. Oh, yes; of course. B ut it does not make 

any difference what it is named. 
l\Ir. HEYBURN. It may make a difference. 
1\fr. CUMMINS. It doe not; it can not. The character of 

a tax, the validity of a tax, must be determined by its e sen­
tial characteristics. It must be determined by the circum­
stances under which it is laid and the thing or things upon whicll 
it is laid. Congress · can not make an income tax a special ex­
cise tax by so denominating it. · It can not make an excise tax 
a direct tax by so denominating it. We must look further into 
the subject than the lan"'uage used by the committee. 

I now come back to the question I was considering a little 
while ago. The Sena tor from Calif9rnia says this is a tax 
levied upon the business of corporations. I deny the right of 
Congress to levy a tax upon the business of corporations as 
such-that is, merely because they are corporations. I deny 
the right of Congress to make any classification of that sort. 
It is an arbitrary one; it is an unfair one. It has no predeces­
sor, and I hope it will have no successor. If you depart from 
the construction I have put upon it and say that it is not a 
tax upon the income or the property of corporations, then it is 
a tax upon the right to do business as a corporation as distin­
guished from the right to do busine· s as an individual or as a 
copartnership. You are necessarily driven to that conclusion. 

l know that those who will attempt to defend the validity of 
this tax will ay that it is not an income tax, and will say that 
it is not a property tax. But when they say that, they declare 
that it is a tax upon the franchises of the corporations created 
by the several States of the Union-a tax upon their right to do 
business as corporations. It is not a tax upon the privilege of 
carrying on the dry goods business; not a tax upon the privi­
lege of carrying on the beef-packing busine s; .not a. tax upon 
the privilege of doing a manufacturing business; but a tax 
upon the right to do business of any kind as a corporation. 
And I should like to a k the Senator from California whether I 
have expressed the real construction and interpretation of the 
amendment as he views it? 

.Mr. FLINT. I may state to the Senator what I said last 
night when I was asked for my construction of this amendment, 
and that was that it is an excise tax upon the privilege of doing 
business. It is true that this amendment limits the taxes to 
certain corporations, and that we have the power to do this is 
sustained by several cases which the Senator himself has quoted, 
In one case they selected insurance companies and taxed them ; 
in the Spreckels case they selected two different classes-sugar 
refineries and oil refineries. In this amendment we ha\e made 
a classification which includes certain corporations and all in­
surance companies. 

.Mr. CUMMINS. Precisely. I think, Mr. President, that I 
gather the meaning of the Senator from California. But he 
al o is leaning on a very weak and insecure.. reed. He also is 
endeavoring to conceal thought with language, instead of using 
language to express his thought. Congress can not justly · 1evy 
a tax on business unless it includes all those who are engaged 
in that business. I deny the right, in fairness, of Congress to 
levy a tax upon John Smith because he is engaged in the dry 
goods business, if John Jones is next to him and is doing the 
same dry goods business without being taxed. That is not au 
excise tax. I realize that Congress can lery an excise tax upon 
any specified kind of business, but it must include all persons 
who are in that business and within tho e conditions in order 
that the law may be just and in order that it may answer the 
fundamental requirements of taxation. 

In the present case the Senator from California says we have 
a tax on the pr ivilege of doing business. Let us see. Here 
is a corporation, the J ohn Smith Company, car rying on a d ry 
goods business on one side of the street and here is J ohn J ones 
& Co., a copartnership, carrying on a dry goods business upon 
the other side of the street. They a re doing the same extent 
of business and making the same profits. I deny the power 
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of any legislative tribunal to levy a tax on the one as an excise I State tax the bonds of the United States or any other instru­
tax without levying it at the same time upon the other. Classifi- mentality of the Nation. ·n is by a parity of reasoning that the 
cations may be made, but they must be reasonable. They must Federal Government can not destroy a corporation created by 
have some substantial basis to support them. the State, nor can the State destroy in that manner a corpora-

The real truth is that this is not a tax on business, because tion created by the General Government . . 
corporations carry on the same kinds of business that in.di- But it will be said, and it was suggested here a few moments 
-viduals do and that copartnerships do. It is not a tax on ago, that this is not an income tax, it is not a tax upon the 
business. I think it is a tax on property. I think it is a tax on corporate franchises or the right to do business as a corpora­
incomes. But if it is not a tax on property or on incomes, it tion, but it is simply a tax upon the business of corporations. 
is a tax upon the right to do . business in a corporate capacity. Senators, it is not possible that you will pass a law that will 
There is no wit of man that can ·relieve the proposed law of tax the business of corporations and leave untaxed the business 
that construction if it is not a tax on incomes. And if that of copartnerships and individuals of the same kind, of the same 
interpretation be put upon it, there is not a lawyer in the extent, of the same profit. I deny that right of classification. 
Senate who will insist that it can be done. I want to make my meaning perfectly clear. I agree that the 

Is there anyone here who asserts that the Congress . of the Government can impos~ an excise tax upon the business of deal­
United States. can levy an excise tax upon the right to exist, ing in real estate. I agree that it can impose a tax upon the 
the right to do business, of a corporation created by the business of selling dry goods or manufacturing iron or steel. 
State ? The United States did not create these corporations. I agree that it can i):npose a tax upon the business of refining 
It has conferred no authority or power upon them. It may sugar and oil. I agree that it can impose a tax upon the busi­
barn the power, under certain other provisions of the Consti- ness of transportation. But when it imposes that tax it ought 
tution, to regulate and supervise them; but it did not create to impose it upon all who are engaged in the business, what­
them. It did not invest them with power. The authority to ever it may be. You can select for your law, and you will select 
tax in rnlves the authority or the power to destroy, and I should of course, onJy those kinds of business which according to your 
like to know whether there is on the part of any Member of the own observation are best able to bear the tax, but that, how-

. Senate a belief that the Congress of the United States can, ever, is at your own discretion. But having selected the busi· 
through the medium of taxation, destroy the corporations that ness that is to be taxed, then all who are engaged in the busi· 
have been created by the several States? ness must fall within the provisions of your law. If you do 

Can a State tux the franchise, the right to do business, of a not so frame your law, you have encountered not constitutional 
corporation_ created by the United States? Will any Senator difficulties, but you have encountered the vital principle of our 
hers affirm that the State of Iowa can seize the franchise of a social compact. There are some things that are higher than 
corporation created tmder an act of Congress and tax it out of constitutions, higher than laws. There is an underlying con· 
existence? If you can levy a tax of 2 per cent upon a corporate ception of justice and fair dealing upon which constitutions 
franchise, you can levy one of 50 per cent upon it. There is no and laws are founded. If you were to tax the business of one 
limit to the power when once it is conceded to exist. man and not tax the imilar business carried on under the same 

I do not intend to examine the cases upon this point. I know conditions of another man, you would destroy the very principle 
that before my friend the Senator from Idaho shall have fin- that brought us together in goyernmental relations. 
ished he will hav:e abundantly satisfied the Senate with regard Mr. CLAPP. Will the Senator pardon me for an interrup· 
to that proposition. I have the cases here, or some of them. tion? 
but I haYe already occupied so much of the time of the Senate l\fr: CU.Ul\IINS. Certainly. 
that I do not intend to enter upon them. Mr. CLAPP. I know the Senator is weary; he has made a 

I shall content myself with again asserting that this is either long speech, and in my humble capacity of judging it is one of 
an income tax, and therefore subject to all the objections that the greatest I ever listened to in this Chamber .. It is a speech 
are urged against the income tax proposed by the Senator from that must have effect. At the risk of trespassing upon the good 
Texas and myself, or it is a tax upon the right of doing busi- nature of the Senator and his endurance, I am going to sug­
ness as a corporation, which is simply a synonym for the right gest that it seems to me he ought to refer to the cases ho spoke 
to exist as a corporation; and if so, it is condemned by every of, that they may go out as a part of his speech. I simply make 
decision of which I know or with which I am familiar. that suggestion to the Senator. 

I await with a great deal of pleasure the interpretation that Mr. CUM.MINS. Those cases will be inserted in the RECORD. 
shall be put upon this law by its · distinguished framer, because They are to be used and will be used in a very short while by 
I feel sure that if that bold and original navigator escapes my colleague, the Senator from Idaho [Mr. BORAH]. We in a 
Scylla, he will very speedily fall into all the dangers of measure divided this field, although I feel like apologizing to 
Charybdis. him, because if you estimate the breadth of the field I have 

Senators, so far from escaping the difficulties you thought traversed by the time I have taken in getting over it, it might 
surrounded the income tax proposed by the Senator from Texas be assumed that I had taken the whole subject in my care. 
and myself, the law you have proposed bas simply multiplied But it is not so. 
those difficultie,, , and, as I think, multiplied them almost in- I come now, however, to one of those cases, in answer to the 
finitely. Some one has suggested that there is another pos- Senator from Utah and the Senator from California. It is 
sible construction tha t might be put upon the committee -said that this amendment finds its justification or its legal de-
amendment. fense in the case of the Spreckels Sugar Refining Company 

Mr. OVERMAN. Mr. President-- against McClain (192 U. S., p. 397). If this case does not 
Tl.le VICE-PRESIDENT. Does the Senator from Iowa yield sustain the proposed law, then I assume from what I have 

to the Senator from North Carolina? heard that the Finance Committee will withdraw it from the 
l\fr. CUMMINS. I do. consideration of the Senate, because we are pointed to this 
Mr. OVERMAN. If a legislature grants a franchise to three case as the one which discriminates or differentiates the amend­

or four men to form a corporation, the State then parts for ment proposed by us from the amendment proposed by the com­
the time being with a portion of its sovereignty. If this is a mittee, and in the message of the President the only reason--
privilege tax, is it not indirectly a tax upon the sovereignty of Mr. FLINT. Mr. President--
the State? Mr. CUMMINS. Excuse me just a moment. The only reason 

l\Ir. CUMMINS. That, of course, lies at the very bottom of the President gives for preferring the tax upon the n et income 
the argument I have just been making. It is a general proposi- of corporations as against the general income of corporations 
tion that the State can not tax the insh·umentalities of the and individuals is that he has been led to believe that this case 
General Government, .nor can the General Government tax the sustains the proposed amendment and will enable the tax laid 
instrumentalities which the State may employ in the exercise by it to be collected without litigation, which it might be fei:t.1.:ed 
of its sovereignty. The United States can tax the property of would prevent the receipt of the revenue so much desired from 
every corpora ti on in the land ; the States can tax the property our measure. 
of every corporation created under an act of Congress. I now yield to the Senator from California. 

But Congress can not touch by a tax, the equivalent of a Mr. FLINT. I do not want t he Senator to state my views or 
power to destroy, the right to do business as a corporation of an those of the Finance Committee to be that we rely solely upon 
association organized under the law of a State, nor can the the Spreckels case. There are many other cases we rely upon 
State touch with a tax the right of an association of persons and to which the Senator has referred that we believe sustain 
organized as a corporation under the law of Congress. These the provisions of this amendment. It is true the. President of 
rights are mutual. ·we have ob~erved them already in the dis- the United States referred to the Spreckels case in his message, 
cussion of this question. Everybody concedes that the United I and that in the brief remarks I made I referred to it, but I 
States c~ not tax the bonds of a state government or of a do not want to be understood as sayin:; this is the only case 
municipal government organized by state law. No more can the we relied upon. There are other questions raised in the amend· 
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ment whicb the Senator has· commented -0n that have been de­
cided by the Sup1·eme Court, not contained in the Spreckels case, 
that in my opinion sustain every provision of the amendment. 

Mr. CUMMINS. I do not believe that there is any decision 
of the Supreme Court that sustains the amendment. If so"'" it 
has never been brought to my attention, and my investigation 
has not been casual or superficial. I know that the President 
of the United States has been led to believe that this decision is 
the one which will enable the law to escape the condemnation 
of the Pollock case. I know it not only through his message 
delivered to Congress, but I know it in another way which I 
do not choose to pursue. 

Therefore, if this case is not what it is generally assumed to 
be, we, at least, mu t seek further before we v-0te for a law that 
we do not believe to be right in preference to one which, al~ 
though it may have some objection, is fa.1.rer and more equitable. 

Let us see what this case is. It .arose out of the revenue 
law of 1808. It aro e out of "An act to provide ways and 
means to meet war expenditm·es, and for other purposes "­
if the Senator from California will give me his attention-by 
which act a. tax was imposed upon the gross annual receipts 
in excess <>f a named sum of every person, firm, corporation, 
or company carrying on or doing the business of sugar refining, 
and so forth. 

Do you find any parallel between that law and this? I would 
not be here insisting upon the unfairness of this amendment 
if it imposed a tax upon the incomes of all persons nnd corpo­
rations. I would not be here opposing it at least on this basis 
if it impo ed a tax upon ,all persons, firms, corporations, and 
companies doing business in the United States, for then there 
would be ome pretense of equality and fairness, some defense 
for laying the hand of the law upon business and extracting 
a part of its pro.fits or income. 

Mr. SUTHERLAND. Does the Senator from Iowa think that 
the converse of his proposition is true, namely, that if the tax 
were laid only upon individuals, leaving out corporations, it 
would be invalid? 

Mr. CUMMINS. I think it would. 
Mr. SUTHERLAND. Did not the Senator introduce a bill 

with that precise .effect, laying an income tax only upon in­
dividuals, and excluding -corporations? 

Mr. CUMlIINS. I did. 
Mr. SUTHERLAND. Did the Sena.tor think that that bill 

was unconstitutional? 
l\fr. CUMMINS. I did not. What othei- question would you 

like to sk? 
Mr. SUTHERLAND. I should like to have the Senator point 

out the distinction. 
Mr. CUMMINS. It is very easy to point out the distinction 

to one who listens with open mind. To une who hears with a 
determination to arrive at a certain conclusion, it is utterly 
useless for me to J>Oint out either the distinction or to reconcile 
the differences. However, there is no inconsistency in the 
attitude I assume in regard to the income of individuals. I 
believe all income-tax laws ought to be imposed only npon the 
incomes of individuals, because corporations are simply the in­
strumentalities for creating and passing property from the 
artificial body to the possession of its members, and all the 
wealth of the country would be so taxed. 

I believe it would be unconstitutional to impose an excise tax 
on the business only ot individuals, because that would create 
the very same discrimination that is created here. When you 
levy an excise tax upon business or occupation, it must be 
levied upon those persons, whether the~ are natural or artificial, 
who carry on that business. I should like to Imow Whether 
anybody believes it in the power of Congress to say that John 
Jones, who may operate a peanut st.and down on Pennsylvania 
avenue, shall pay a tax <>f-2 per cent on bis net income, and leave 
all the rest of the peanut venders in the United States. untaxed? 
If that can be done, then this proposed law is all right so far 
a that point is concerned. 

Mr. SMITH of Michigan. It might be done as a matter of 
police regulation. 

Mr. CUMMINS. The Senator from Michigan suggests that 
it might be done as a matter of police regulation. Of course 
that leads me to another point. If this tax is intended not 
to create a revenue, but if it is intended for the purpose of 
supervising and regulating corporations, that is quite a. dif­
ferent proposition. I should like to know before we get through 
with this whether it is proposed through this tax t<> impose 
supervisory Tegulations upon all the corporations of the United. 
States, to determine when and how they shall issue capita1 
stock, when and how they shall issue evidences of indebtedne , 
what theil' business shall be, and all other things that concern 
or pertain to the business of the country. You 'know tber'e is 
just a little intimation in the message of the President that 

that is the end which is finally to be reached. We have in Iowa 
about 10;000 corporatlon.s, and they are Qf an extent from a 
thousand dollars to many .millions. I think that before the 
Government of the United States enters upon the work of 
supervising and regulating all those corporations as well as all 
the corporations of all the States, we had better 'stop and think 
a while. 

Mr. BRISTOW. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield · 

to the Senator from Knnsas? 
Mr. CUl\Il\fINS. I do. 
Mr. BRISTOW. I did not hea.r yesterday nll the statement 

made by the Senator from California [Mr. FUNT] in pre enting 
the amendment, but did he state that it was one of the purpo es 
of the amendment to provide means for the regulation of these 
corporations? Did be give that as one of the purposes of the 
committee? 

l\!r. CUMMINS. The Senator from California was not very 
definite or specific about that. I do not charge him with any 
such statement; but there is in the me sage and in some sug­
gestions since just 8: faint premonition, I can feel it in my bones, 
that -one -of the thirigs which will be reli~d upon to sustain this 
tax is that it will enable tbe General Gov-ernment to reach out 
and seize for regulation and supervision every corporation that 
has been organized in the 46 States of the Union. 

However, I recall myself and you also to the McClain case. 
It arose out of a law which was imposed equally upon all per­
sons, corporations, companies, and copartner hips doing certain 
kinds of business. There is n-0 doubt about the validity of such 
a tax. It has 1·arely been qnestioned-never but once, and that 
was in the Pollock case. The reasoning of the Pollock decision 
would deny the authority to levy an excise tax of this character, · 
as I construe it; but gradually the Supreme Court i resuming 
the old ground. Therefore it affirmed, as it had often done be­
fore, the right ot Congress to levy an -excise tax upon a business, 
upon an occupation.. It is defensible, it is constitutional, for the 
same reasons that authorize Congress to lay a tax upon liquor, 
upon cigars, upon dealers in these articles, or upon any other 
busines. 

If the Finance Committee will help the 1nsm·gents, we will 
make this law, if you will add our provisions to it, something 
that will be of av-ail to the people of the United 'States, if you 
are going to use it for the purpose of regulating the business ot 
.companies or corporations that need regulation. I understand 
its office. I am perfectly willing to add to this proposed law 
the general pro-vision in regard to the incomes of individuals, 
and then say that every person. firm, company, or corporation 
that engages in the business of packing beef and tanning hides 
shall pay 50 per cent of their net earnings. · 

We have been discussing here lately the duty -0n hides, and 
my very dear friend and distinguished Senator from Vermont 
[Mr. PAGE] felt that we ought to have some way to i·each tbe beef 
trust; that we ought to have some way to prevent that great 
c-0mbination from entering the tanning business and driving 
out the independents or those w.ho have been heretofore engaged 
in the tanning business alone. If you want to use the excise 
tax fairly for the regulation of corporations, put it on the busi­
ness of both packing beef and tanning the hides, and you wiU 
very soon dissociate those two kinds of business. If you 
want to regulate the sugar <Company, it will not be very hard to 
put a tax upon the net earnings of all persons, firms, and cor­
porations engaged in the refining of sugar. That will curtail 
the despotic power now exercised by one great corporation. · 
It is the easiest thing in the world, if we have the power to do 
it If we can regulate our corporations simply through the 
medium of taxation, we can destroy every ti·ust in a fortnight. 
It would be a great deal better for the Finance Committee to 
turn its attention to the imposition of such a tax upon corpora­
tions and the persons who actually need regulation, who are 
exercising powers that are injurious to the American people 
destroying competition and invading our prosperity, than t~ 
attempt to levy a revenue tax upon all the llttle shareholders 
of all the little corporations throughout the length and breadth 
<>f the United States. 

This case, Senators, has no more bearing upon the amendment 
which is now proposed than has the Pollock ca e. I is imply 
a tax levied upon certain persons, fiTms, and companies car­
rying on a named business. To make this case pertinent you 
must hold that the business whicll is taxed under this I~ w is 
the business of being a corporation. That is the onJy uniform 
thing in the classification, the business of being n corpo'ration · 
and when you attempt t'O tax the business of being a corpora~ 
tion you 11.re taxing the franchise, or the right to etist, and your 
la.w is not worth tb.e -paper upon which it is written. 

I pass from the legal phases. 
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Mr. SUTHERLAND. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Utah? 
l\Ir. CUMMINS. I do. 
Mr. SUTHERLAND. The Senator was calling attention, 

among other things, to the Spreckels case, in answer to a ques­
tion which was put to him. The part to which the Senat<:>r 
called attention is not the part I had in my mind. The portion 
of the decision to which I desire to ask the Senator·s attention 
is contained on page 411. It is the language of l\Ir. Justice 
Harlan. In distinguishing that case from the Income Tax case, 
Justice Harlan says : 

Clearly the tax is not imposed upon gross annual receipts as pt•op­
erty but only in respect of the carrying on or doing the business of 
refu{ill"' sugar. It can not be otherwise regarded, because of the fact 
that the amount of the tax is measured by the amount of the gross 
annual receipts. 

I was directing the attention of the Sena tor to that case for 
the purpose of challenging his _ attention to another part of the 
argument. 

1\fr. CUMMINS. Yes; I am fairly familiar with that state­
ment by the justice who wrote the opinion. It sustains a tax 
upon n certain business. I have no doubt about the right of 
Congress to levy a tax upon business, whether it is a black­
smith, or whether it is a shoemaker, or whether it is a sugar 
refiner. It is in the wisdom and discretion of Congress to 
select those kinds of business which can best bear, in its opinion, 
the burdens of an excise tax. But this proposed law does not 
tax a business unless it be the business to be a corporation, 
and when it is driven to that extremity it falls under all the 
decisions of the Supreme Court of the United States as well as 
the decisions of the several state courts. 

But I pass from the legal aspects of the proposed law, be­
cause my argument will be enlarged and supplemented by 
others. I pass to its justice and equity, and here, Senators, it 
seems to me I ought to have a sympathetic audience. I do 
not believe that anybody will accuse me of undue partiality for 
corporations. Certainly I have not acquired that reputation 
during my official life. I hope, however, I have not been unfair 
to corporations. I hope I have not failed to recognize the fun­
damental rights which they possess, or which the persons asso­
ciated in them posEess. 

I rid myself now of the artificial being known as the " cor­
poration." This measure is unjust to the men who invest 
their money in the stock of corporations. It is not the first time 
tJiat such a law h:is been proposed, but never in any country on 
earth !':aye ours, I am sorry to say. I do not believe that any 
such flagrant injustice was ever proposed in any other counh·y 
in the world sa·rn ours. I say that with the calmest delibera­
tion. There was a time when it was proposed in Congress. 
Just such a law was proposed in 1898. · It came out of the 
Committee on Finance as a part of the report of the r evenue 
bill of that year. Substantially the only difference between 
that proposal and this propm!al is that there the proposition was 
to levy a small duty upon the gross receipts of all corporations 
instead of the net incomes of all corporations. That law was 
much more defensible than this, because it was an attempt to 
levy a duty upon the franchises of corporations; and when 
you levy a duty upon the exercise of a power you ought to 
levy it with regard to the extent to which the power was used, 
and not with regard to the net results of the use of the power. 
Therefore if you attempt to put an excise duty upon the fran­
chises of corporations, it always ought to be measured by gross 
receipts instead of net incomes. We put an excise duty upon 
all retail dealers in liquor. What would you think of a proposi­
tion to levy a 2 per cent tax upon the net incomes of retail 
liquor dealers? That is the same thing precisely. TJ::e ~ame 
principle is employed in that or in any other of our mdirect 
taxes. 

But to come back to that old time of 1898, I wish I had the 
time and the strength to reproduce the scenes of which I know 
nothing by observation and concerning which I have only read. 
That amendment came in, and inasmuch as I · am the successor 
in the Senate of a very distinguished man, a man wise in 
council, not given to exaggeration, not given to imperf~ct a.nd 
hasty judgment, I wish I could read you what he sa~d with 
regard to this very same sort of law that you are askmg .the 
Senate now to adopt; but inasmuch as I can not take the time 
to read it I ask that the remarks of Senator Allison, upon 
pages 4930 and 4931 of the CONGRESSIONAL RECORD, volume 31, 
part 5, be made a part of my address. 
· The VICE-PRESIDENT. In the absence of objection, per­

mission to do so will be granted. 
The matter referred to- is as follows: 
Now we come to the large item in the amendments, and that is the 

provision which taxes every corporation, no matter what its product 
may be or what the capital may be, upon its receipts, to be stated 

monthly urider oath. I put · u· upon record as my" be1ief that tllat 
single section of the bill will yield · from $40,000,000 to $45,000,000. 
In the first place, it covers every product in t~e United Stat.es that 
ls sold by a corporation, whether that corporation .be large or. sipall. 
It covers everything that is manufactured in the Umted States if it be 
manufactured by a corporation, no matter whether that manufacture be 
annually $1,000 or $1,000,000. The~ are taxed ?-POD a .royalty of 
one-quarter of 1 per cent upon their gross receipts, which is the 
amount they receive from their ~roducts .. 

Mr~ CULLOM. It covers mercantile estU;bhshments? . 
Mr. ALLISON. It covers all mercantile. establishments, all t~admg 

establishments that are incorporated. It mcludes every corporation of 
every name and nature. . 

Mr. President, I do not intend to argue the quest10n at t~i~ moment 
further than to state the Objection!'! I . have to the provision. ~he 
first is that it creates a great duplication of taxes upon everythmg 
produced and upon everything sold. In 1890 the manufactured prod­
ucts of the people of the United States were more than $9,090,000,000, 
in round numbers. Those products were sold. If you estimate that 
three-fifths of them-and I have no doubt that is not an extravagant 
estimate-are made by corporations, you have an annual sale of manu-
factures in 1890 of $5,400,000,000. . . . 

It is fair to assume-and I only say this as g1vrng a basis of my 
estimate-that all these pt·oducts will be .sold twice !lfterwards, . and 
will be sold by people who are in some way connected with corporation~. 
I know in the little city in which I live the great body of the bm}i­
ness is done under the form of trading corporations and mechanical 
and manufacturing corporations.· It is found th~t by tJ:iat meth_od 
manufacturers and traders are enabled to draw mto their. factories 
their mechanics and skilled laborers, and by means of certificates of 
stock to give them a share in the product of their factory. 

These small corporations have sprung up in every part of our country, 
and there are no exemptions in this provision. I have no doubt that 
in my own State there are 500 such col'porations which are engaged 
in the manufacture of buttet· and cheese. They are the farmers who 
have aggregated their little capital and subscriptions into $25 and $50 
shares. They are thus engaged in this manufac;ture, and, .indeed. I 
believe that this immense manufacture in the Umted States is largely 
carried on in that way by small corporations. There is produced in 
my State more than $36,000,000 in value of these farm products. 

.l\fr. IlALl'f l\Iay I ask the Senator right there if it is not ~ fa~t 
that within the last ten years it has become a general practice m 
business for what have been partnerships heretofore and what have 
been iridividual enterprises to create themselves into corporations, so 
that a much larger proportion of business that was formerly private. 
is done under the style of corporations and unde,r an existence as cor­
porations? 

Mr. ALLISON. There is no doubt of it. 
Mr. WHITE. It is a great misfortune, too. 
Mr. ALLISON. There is a constantly increasing use of the general in­

corporation laws of States in ordet· to engage in competitive occupa­
tions and corporations are largely resorted to. Tb,ey are resorted to 
on the idea that there is some special pecuniary advantage in having 
corporate authority. That can not be the case here. If these taxes 
were confined to those corporations which are in their nature securing 
pecuniary advantages by means of an incorporation, there might be a 
reason for it. I can see a reason why there might be a tax -upon the 
gross receipts of an elecnic company where there are but one or two in 
a r.ity, or that might apply to a telephone company where there is but 
one ·or to a gaslight company, and so on. 

But here are men in the same city trading. One is J. T. Somebody 
& Son and they are engaged in buying and selling groceries. Another 
across' the street is the A. B. Company, engaged in the same business, 
and the corporations are in the closest competition, but under this 
proposed taxation people who are incorporated are put at a disadvan­
taae with the person or the partnership that is not incorporated. I will 
not enlarge at this time on that point, as I have no doubt it will be 
ar!!Iled at greater or less length. -

The Senator from Wisconsin [Ur. Spooner] gives me a very good 
illustration of a reason why partnerships have been transferred to 
corporations under our state laws. I happen to know of a case in 
my own city where two successful men more than fifty years ago estab­
lished the hardware trade. They liave both passed away. They had 
children and grandchildren. When their children began to grow up, 
away along in the sixties, the two men who had been in partnership 
for many years placed their hardware business into a corporation in 
order that they might divide among the sons who were engaged with 
them in the business a portion of the fUnd, so that when they or either 
of them passed away the whole estate and the trade and business would 
not be obliged to be wound up in order to settle the estate. 

l\Ir. CUl\Il\IINS. l\Ir. President, it is sufficient to say that 
my predecessor opposed it upon the very ground that I now 
oppose it, although with infinitely more for~e and persuasion. 
He pointed out the injustice of it, the inequalities of it, the 
intolerance of it, better than I possibly can. Every Republican 
member of the Finance Committee followed him in denuncia­
tion of the proposed law. I wish the powerful Senator from 
Rhode Island would launch the same thunderbolts against 
this proposed law that he did against that one. I wish the 
senior Senator from l\Iassachusetts, instead of offering a dummy 
amendment for the purpose of preventing any further amend­
ment to the proposition of . the committee, would exercise his 
great intellect in analyzing the iniquitous proposition as he 
did then. I wish the Senators from l\faine would speak now 
as they spoke then. There is not a single Republican Member 
of the Senate here now, as I remember, but who was opposed 
to the proposition in 1898 to lay a tax upon the gross receipts 
of all the corporations of the country; and yet the only differ­
ence between that proposition and this is that we substitute now 
net income for gross receipts. I beg that Senators will take 
the time to refer to the RECORD of 1898. I can not believe that 
the intervening years have accomplished such a revolution as is 
suggested in the amendment now before the Senate. It can 
not be that wnat was wrong then has become right now, for the 
essential pri~ciple is the same, and the Principle· of equality of 
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taxation and uniformity ei' burden is for· arr time and for an men. as dividends. I have no· words that can emphasize the impre -
Give me a reason, if· you can, why the· little sharehoi'der or the sfon that this simple showing mu t create. 
big sha.reholde1', either, of a eorporation should' f>ea.F a. burden But I pass on to public-utility companies-the O'as <:ompanie 
of taxa.tiun: that does not apply with equa:I force to every other the street railway companies, the electric light comvani s, a.nu 
man fu his condition and surrounded by hiS' ci.rcumsta.nees. so on. In the United S at their capitalizatfon i 7,7!)7, 

lli. SMITH off .M.ienigan. Mr. President-- 828,00Q. Of' that amount $3}51!),210,000 is repFe~ nted by bond 
The VICE-PRESIDENT. Does the Senator from Iown: yield and 4,27 ,618,000 is represented by tock. All th uo-O"esti ru 

to the Senator from Michigan? which I n.ave made wifu regard to the team railway. a·pply 
l\.Ir. CUMMIN . I do. . with equal force to public-utility companies and to mining 
Mr. SMITH of Michigan. Mr. President, I desire to remind eompanieS' .. 

the Senato1· from Iowa that that law bad one great advantage I h:1ve h ~e reprodu~ed-but hall not read, becau e I want to 
over the one now under consideration. That provisfon was in- hasten on-the indu rtrial and miscellaneous comparrie , with· 
tended to levy a tribute· n}Jon the· gross income or co1·porations; thcir $9 00,000,.000 of capitalization and their proportion."lte 
and, as such, it would h.ave gotten a grea:t deal of money . into amount of bond . The- summary of all the e companies is as 
the Treasury, l>eca:u e the gross income of oFporations is a followS'· ~ 
matter of very ea y a ertainment, while this provision, which Bonds, $14,461, 735,806-nearly one-ninth of all the wealth of 
is to deal with the net profits of corporations, leaves it within the nited· States, no matter in what form repre~ente<l. One­
the power of a corporation to dlssipate its earnings by retter- ninth of all the wealth of the United States is represented in, 
ment and improvements of its property, practically defeating the bonds of the companies I have recapitulated- 14,461,735, 06. 
the pm·po e that seems to be in view. Yet in a proposal to- levy a tax upon thew altlI of the country, 

1\11". CUMl\IINS. .Mr. Pre [dent, all that the Senato~ from upon tho e who are best able to bear the burdens of go1ernm nt, 
l\fichigan. state is true. The proposition of 1 98 was in many con eiously and intentionally you exempt these 14,000,000,000 
re ct superior tc> the proposition of 1909:. If we are to have and pa~ on to the 19,00.0,000,000 of ca.pital stock. If thi· 
a franchise tax, if we are to have a tax on basines , Iet it oe amendment affected only the.s ('t'reat corporations, the prejudi e 
the t.a.x propo ed in the law of 1898, under which the Spreckels a<>'ainst corp.orations might justify Congress in doing o manifest 
ca:se arose; which wa aJso a. tax on aros receipts. an iniquity-I ought to eorrect that; I do not mean. justify 

Ab, Senator , the amoendment that I ha\e just su..,.gested, and .Congress," but it mi<>"ht defend Congress. 
whi h wa. argued with such superb eloquence and with such But remember that the e corporation are not more than one­
str n"'th and irTesistible vower in 1898, did not become a part tenth of all the corporation of the country. Ah, probably not a 
of the rev nue Iaw. Some time before we have- fini hed it will twentieth of them an. In eYery State there a.re a great many 
become. neces.~ary, I think, for those who so vigorously opposed corporation , smalJ, indeed, in size; compo ed of men of limited 
that proposition to show some good rea on for the change in mean who have chosen to ca..r:ry on. their business in this way; 
the faith that is in them. The Senator from Rhode Island does and the di crimi:nation tha-t you make between the wealth rep.­
not nee to make any expla.na.tion, b cau e he frn.nkly says he resented by the bonds and fhe wealth reprec;,ented by the stoc1: 
i. oppo ed to the whole cheme; that he is oppo ed to an income- wil1 condemn thi law in the y of every hone t and law­
tax law; that he is opposed to a corporation tax, and has only abiding and government-respecting mnn. 
employed the corporation tax as a orrvenient in h·llillent to It is quite well to say that the law will be repealed within 
destroy the other, whieh seemed to have some chance of passage. two year ; I think it will be repealed before· two years. I 

But I pa s hastiJy on. Anotheir fault in this pro.po ed. law i think it will be rep a.led just a oon a the Members of Oon­
thu.t with r gurd to a large part of the eapitaJization of our gress have an opportlmity to vi.it their homes, and are th 
corporation , namely, that part repre ented by bonds, there is called again into official duty. 
no tax whatever. I should like you to explain why it is that But that is not all. I bave been speaking of the inequality 
you propo e to exempt the ru n who hold the bonds of the corpo- as between capital invested in corporaUons. There is the a.me 
rati<ms of the country, while layina so· evere :l. · burden upon sub tantial and fundamental inequality between capital in­
those who own the tock. If there be any difference in the >ested in corporations and capital inv t d either in individufll 
merit of th e im·e tment , it ought to be in favor, and is in enterprises 01· under copartner hip arrangement. One-half 3.llcl 
favor, of the tock rath r .than the bond, for the tockholder more of the acfrre capita1 ia the United St:i.tes engaged in bu i­
repre ent the energetic, the vigilant, the enterprisin"' men of ne s is in the hand o1i individual and in copartne1 hips, and 
the United States. You are taxing their capitaF, and leaving not in the hands of corpomtions. What do you think the law­
untouched the inert, the well-guarded, the safe capital invested lovinO' and justice-loving people of this country will say of a. 
and represented in the bond . proposition that taxes one man becau e he happens to ha> 

Let me g· e you a little information upon that point. In bought a share- of stock of a corporation and leaves another 
Moody's Manual for 180 , he bring together about 18,000 of untaxed who is engaged in exactly the .:a.me busine ? 
the laro>er corporntions of the United States, not including Fait above everytbincr else, Senator ,. we ought to keep Oll1" 
banks. I have divided these forpora.tions into certain clas es, eyes steadily upon ju t one star, and that is, equality of bm­
which you will readily understand. First, the team railways~ den, equality of taxation, uniformity, if you pl~'l , in ev-ery 

· Our tea.m railway companies hav i ued bonds that are now burden that you must impose uuon a citizen in order to sust: in 
ou tanding to the amoun of $ ,62 ~552, 00. Theil· n:ggreO'ate the Government. But I mu t pa s along. All the inequaliti 
capital stock i $5.279,004,040. That m kes an aggreO'ate capf- are i;o obvious that I am are th{'y n d oo furtl ~r elabora:­
talization of the railway of the land of 13,.903,456,846. tion upon my part. crow, I 'Yant to . ay a word mth rega\'d 

Under this amendment all the bmden that is placed upon ta another subject. 
the railwa"Ys by way of taxation is borne by the · 5,000,000,000 Thls amendment first embrace all corporations for profit 
of the shnreholder and not one penny of it by the ,OOQ',000,000 that have capital tock represented by shares, and then it 
of the bondholder . It is true that th-e amendment provides enumerates every insurance company now or hereaft r organ­
that the net earnings shall be ascertained by deductin.,. only ized under the faws of the United Stat s or of any State 01i 

inteT t to the extent of an amount equal to the stock · but that 'I'erFitory. I do not see my e teemed fri nd the Senator fl-om 
make no difference whateve.r. No pa1·t of the burden is laid Oonn-ectieut [.l\Ir. BULKELEY] here. 
upcm the IX>ndholde:r. The limitation just mentioned simply in- .Mr. KEA!~. He is here. 
r a es the net earning the tax: upon which i borne by the M:r. CUMMINS. Ah, I ~ee him~ and I reaffirm what he said 

shareholder . So ou say to your countrymen, "We intend to yesterda"Y, that there i no capital in the United State so 
tax tb-e fiv billion of capital repre nted by the stock of the .heavily taxed at the pre en.t time a. the money of insurance 
ranwa:ys, and do not intend to tax th $S,OOD,OOO,OOO- repre- companies. I want that to sink de vly into the minds of S 
ented by th bond .' Everybody know , with regard to these tors here~ It wa.s fo:r that rea on thut in our income-tax 

corporation tbn.t the capital is originally tli ided into two amendment we exempted mutual in m·ance compani and ex-
·Jas e . Their indebt dn . i not a mutter of accident. All empted all the earning f in mrance ornpani · except th e 

the. e com1Janie , intend that their capital shnll b repre. nted which we.re applicable to dividend I repeat, thn.t of all forms 
by bend , and not by to Jr. How yon will defend a propo'Sition of capital, that which finds it way into in nrfillce companies 
of that sort passes my omprehem;ioo. If either of these classes is mu t heavily taxed. In our State a c rnpany that is orO'an­
of car>ita1 hould be' favored, it ought to be the shareholder, .. 'ized under the la.w of som · other St.'lte pa , , I remembei', 
for th bondholder is . ecure beyond peradventure. Not only 2! per cent upon the gro premiums received in that Stat , 
so, but in 1ihe- ase· of railways the bondholder receives a greater and then it pays som~thing a.I o upon tho premimns when 
rate of fntere t upon the aivera.ge than does the' stocltllolder. If they reach the home of the cQ.l·poration. So it i with all in~ 
you wiil examine the last report of the Inter tate C-0mmere:e· surance companies. I ventur the tutement-nnd I believe 

mmissi-011, you will find that the bondholders of the eolliltry ' that the Senator from Connecticut will show it bey nd pexad­
get a larger percentage of interest than do the shareholders . ventnre-thnt the m€lney fha.t i paid by the policy holders of 



1909 .. CONGRESSION KL BEOORD-SEN ATE .. · 3981 
this country into the hands of insu~anoo companies "is taxed · -Unitoo States the very ea_pital, the very money~ the very prop­
more heavily and oftener than .any -0ther species of pToperty erty that, above all kinds -0f .PT{)percy .and capital, ought to be 
th.at is known to our law; and yet they are not only brought · -excluded from federal taxation. 
within the provisions of this amendment, ·but they are brought Something was 1said yesterday -about building :and loan asso-
within them indiscrimmately and unintelligently, if the com- cia.tions. We have in our State--
mittee will accept my .apology for using those words. Mr. BRISTOW. Mr. President--

I am a good deal of an insurance man, and I know oomething The VICE-PRESIDENT. Does the Senator "from Iowa yield 
about insurance. It is one of the f-ew subjects that I do know to th~ Senator from Kansas? 
something .about, and, if I go wrong, I am sure my friend the l\fr. CUMMINS. I hope the Senator will not keep me .here 
Senator from Connecticut will correct me. much longer; I want to ·Close. 

There are three general kinds of insurance companies: First, , Mr. BRISTOW. I merely want to -ask a question. if it will 
the old line eompanies, which do business under what is Jmown not disturb the Senator. 
as the "legal-reserve plan; " that is, they -collect en-0ugh -from :Mr. CUMMINS. Very well 
their policy holders to lay aside a legal reserve, which, if the Mr. BRISTOW. Take the mutual insurance companies, suCh 
policy be .continued according to its terms, will pay out when the as the Ancient Order -0f United Workmen, and organizations 
event happens against which the insurance \s written. These old -of that character. Would th-ey also be subject to this taxation? 
line companies are .of two sorts; one sort has capital stock, and Mr. CUMMINS. l\Ir. President, that may be a matter of 
one sort has not. Then, we have another kind of insurance com- doubt, and would depend entirely upon the law of the State 
panies, known as " assessment insurance :companies,', that in which the company or -organization was -created. This i-s 
collect from time to time for the losses or for the payment of my view of the matter~ A secret order that has a ritual, that 
policies as they may mature. Then. of course, there is another is intended for social a<lvancement and social purposes, and 
kind that insures .against a _:particular event, such as accidents moral purposes as well, and has a life insurance department a.s 
or the like. · a mere incident 'Of its gen.eral -0rganization, would not, in my 

We will take a stock company of the old line, .as they are opinion, be an insurance ·company under this law; But the 
called. The policy holders pay in their money .and the company -very moment the insuran-ce, whether it be life or otherwise, be­
must lay aside a .certain amount of that in -order to remain comes the principal object of the .organization, it becomes an 
:solvent. That is called the "legal reserve." In some States it is insnrance company. l: .have no doubt that the .A. 0. U. W.-if 
one amount -and in some States it is another, depending upon thbse be the letters-is an insurance .company. I have no doubt 
the rate of interest which the statute prescribes tor the '.solvency the Modern Woodmen of .America would be held to be an .in-
of the corporation. . surance rcompany. 

That amount is laid aside. What remains! There remains Mr. BRISTOW. Then this 2 per c.ent would be c0-mputed l()Il 

the amount which is redistributed :among the policy holders by the -entire receipts that a.re collected and disbursed1 
~Y of dividends upon their premiums and the amount which Mr. CUMMINS. Deducting only the ~xpen.ses .of maintaining 
the company must pay out of the mortuary fnnd foT d-ea.ills the office. 
that have <>c.cu:rred during the period; and in ascertaining the .Mr. BRISTOW. 'The death .claims would not be de.ducted? 
net earnings of insurance -companies -0f that character this Mr. CUMMINS. No; under this bill they woul11 not. 
'amendment does not permit the deduction of any amount _paid Mr. BRISTOW* · It is .astound.mg to make -such a proposition 
to the po1~y holders by way o~ dividends; it does not permit :as that. 
the deduct1-0n of any amount paid to the heirs or the legal rep- 1\Ir. CUMMINS. It is. If the committee had not put ·out -Of 
Te~ntatives of those who die~ because the ~osses which are per- its :own ])Ow.er the right .of amending this amendment, I have 
milted by~ amendment are the losses which occur by casualty no doubt that as these .enormities are pointed out it would be 
nnd by accident and are not the losses which result froin the glad to amend it. 
-performance of a contract -0f insurance. .Mr. l\IcCUMHER. Let me .ask the Senator w.hether th~ death 
· Now, mark you, what the policy holders ~ust pay. They -expense is not an ordinary expense of an insurance company 
-pay 2! per cent to the State, ~d possibly more; they pay, oi of that character1 
.course, all the expenses ·of marn.tenance and .operation; and Mr. CUMMINS. No; Mr. President, "it is not. It is not an 
then they have got to pay-no matter whether they are rich or expense at all in any _proper :Sense. I have no doubt it was in­
poor, no matter what their incomes may be, no matter how tended that those death losses .Should be -deducted. But there 
hard they ma-y be struggling in order to keep tll.P their premi- is no reason upon the :principle of the amendment why they 
mns-they must pay, then, this income tax or ·excise tax or should be deducted. I know of no reason for deducting them. 
whatever you may call it. ' Why ~hould not the persons to whom the amounts of the poli-

They must bear their share of the payment of that tax upon cies are paid pay a tax just .a:s well as tile man who is paying 
all the money that is disbursed during the year for mortuary a premium fTom month t'O month or from year to year? I 
purposes, all the money that is to ,be disbursed during the year possibly have. no right to say for the committee that it was in­
for dividends on premiums, and all the money, of course, 1:1:).at has tended even that these death ·payments -should be deducted. But 
to be disbursed as dividends upon stock, if it be a :stock company. if it is the purpose that in the case of any sort of insurance 
. Senators, if you want to raise i·evenue, why do you select that company there sha11 · be deducted the payments on account of 
particular kind of capital? If I . struggle and am able to get death -or otbe.r .event against which the insurance is issued 

there should necessarily be an amendment to the bill. · ' 
a hundred dollars to pay the premiUil} on my insurance, and 
the company .has to pay the state taxes-and they are heavier Mr. President, I am sure I have exhausted every whit of 
as will be shown, than the taxes on any other sort of capita~ patience that even a generous Senate can feel in my behalf, and 
~hy should J: again be taxed on the excess which I have paid I do not intend to further prolong this discussion. 'I'here are 
mto the company over and above the amount that is absolutely many things that can be said With regard to the operation -of 
necessary to carry my policy to fruition? When you onc-e look -this bill that have yet t-0 be said, for when you apply this 
at it, Senators, you will see there is not a gleam -Of merit" in bill to the actual conditions of our country and fa.irly under­
it. But I will pass -0n to another kind <>f company. stand who will be caned upon tG pay these taxes, ' the moral 

Let us take an assessment company, if you like. We have one sense of the whole Nation will be shocked. It ha.s already been 
assessment eompany in our State known as the .. Bankers' Life shocked t-0 some extent, as will be apparent from certain papers 
Association." It is the largest life insurance company in the I hold in my hand. 
country which does business in that way. It is one of the I intended to read these papers. They consist of petitions, 
most successful ventures in the insurance field known in a letter", and telegrams with respect to this tax. I have :received 
quarter -Of a century. ma.ny hundreds -Of them since the bill was first made public. I 

haye selected a few which represent different points of "View 
It takes in a great deal of money in the course of .a year. and come from men .of wide observation, who look .at life and 

It has no legal reserve, because it does not do business on that business from v.arying standpoints. r shall ask lea:ve ro insert 
plan; and therefore, in taxing it, it will be permitted to de- in my remarks, withoat reading them, the letters a:i:id telegrams 
.duct only the expenses of its maintenance and operation-that r hold in my hand upon this subject. 
is to say, the salaries of its officers .and its clerks-and every The VICE-PRESIDENT. Without objection, permission is 
uollar aside from that, under this umendment will be taxed granted. 
as a part of the income of that company. That '1s true of every The papers referred to are as follows: 
mutual accident company. It is true of every farmers' mutual 
company, it is true of every farmers' elevator company, it is 
true of every farmers' creamery comp.any, whose profits exceed 
$5,000; and~ .ru; computed under this amendment it will not 
require mueh of a -corporati-0n to hal'e a net inco~e of $5,000 
or more. You are bringing under the taxing power o:f the 

DES Monrns, lo"WA, Jttnc 26, 1909. 
To the honorable Finance Committee of the United States Senate and 

. to tne members of the Iowa delegation in O-Ongress, Washington, D. c. 
G .ENTLEME:X .: The :undersigned life lns.urance companies and associa­

tlo.ns of Iowa . beg your careful consideration of the provision in the 
pr-0po&{ld ~easlll'e for ta.x.i.ng the increased assets or .surplus of corpo-
mt10ns which may be used f.or dividend purpos.es. / 
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First. With few, if any, exceptions, each State in which we transact 
business collects a tax on the premiums on the business in that State. 
In some States deductions are permitted for death losses paid, but in 
many the levy is made on the gross premiums. In many States the 
rate is 2~ per cent. In a few it is higher. The average must, we 
think, be at least 2 per cent of the gross premiums. This is certainly 
ample as a contribution on our part toward the maintenance of gov­
ernment. To double it by a like amount in favor of the Federal Gov­
ernment would, as we believe, be unjust, oppressive, and a burden 
which the system of life insurance could hardly be made to bear. 

While we are willing to bear a fair and equitable burden of taxation, 
equal to the burden of taxation that shall be borne by other corpora­
tions · of this country, we insist that a general law made applicable to 
all corporations based upon the net increase of assets that may be 
used for dividend purposes, will place a much larger burden of taxa­
tion upon life insurance companies proportionately than will be placed 
upon othe1· corporations. For example, all premiums collected by an 
Iowa insurance company outside of its own State are subject to an 
income tax of at least 2~ per cent. This same money when it arrives 
in the State of Iowa is subject to a tax of 1 per cent (less death 
losses and reserve liability for the current year). This same money 
when it appears at the end of the year in the increased surplus of the 
corporation bas an additional tax of 2 per cent levied upon it by local 
authorities. If the Federal Government now levies a tax upon the 
increased surplus which this same money goes into from year to year, 
a fourth tax will be added, which will be that much more of a tax 
than is pa.Id by every other form of corporation. 

Therefore we insist and maintain that justice and right require that 
an exception be made in the general law proposed by your committee 
to the extent that the taxes required by States other than the home 
States of Insurance corporations shall be deducted from the operation 
of the proposed federal law. We insist that at the present time and for 
several years in the past insurance corporations, by reason of the action 
of the various States In this country, are paying 2?; per cent tax upon 
the premium income, which tax ls 2~ per cent greater than is being 
paid by other corporations doing business in this country. In other 
words, certain States have anticipated the proposed action of the Fed­
eral Government and are already collecting . a general income tax from 
Ii!e insurance companies, and we insist that we are already paying this 
item of taxation more than other 01·ganized corporations are paying· 
and we ask your honorable Finance Committee, in the preparation 
of the proposed income law, to provide a remedy for this injustice of 
burdening insurance institutions with a tax that is not carried by other 
corporations; or, in other wordi;, we ask your honorable committee to 
place us on the same basis of taxation as all other corporations. 

It is understood that a proposal to impose a federal tax upon inheri­
tances was abandoned for the reason that the States had already im­
posed such levi~s for the raising of state revenues. 

It must certainly be desirable, so far as possibl~, that the revenues 
of the National Government should be so raised as not to interfere with 
the operations of the taxing departments of the States or to duplicate 
the state levies. 

Upon this principle the proposed federal law might well provide 
that such corporations as are required to pay taxes upon their receipt£ 
to the States may deduct the amounts so paid from the levy made upon 
them under the proposed United States statute. • 

We appeal to your judgment and fairness in this matter, and ask 
that the proposed law may be so amended as not to impose twice the 
burden : of taiation upon life insurance corporations that will be im· 
posed upon other forms of corporations in this country. 

Yours, very respectfully, 
ROYAL UNION MUTUAL LIFE, 

By FRANK D. JACKSON, Pre&ident. 
AMERICAN ~IFE INSURANCE Co., 

By J. c. GRIFFITH, Sec1·etat·11. 
EQUITABLE LIFE INSURANCE Co. OF IOWA~ 

By CYRUS KIRK, Pt·esident. 
DES MOINES LIFE INSURANCE Co., OF IOWA., 

By L. C. RA wso:s-, Vice-President. 
CENTRAL LIFE ASSURANCE SOCIETY OF THE 

By GEO. B. PEAK, President. 
UNI'.rED STATES, 

THE RANKERS'· LIFE ASSOCIA.TION, 
By E. E. CLARK, President. 

OFFICE OF GREEN BAY Lmu:m:n COMPANY, 
· Harlan, Ioioa, June 26, 1909. 

Hon. J. P. DOLLIVER, 
. Washington, D. 0. 

DEAR SE)l'ATOR: With some hesitancy I am undertaking this letter to 
you in the matter of the proposed income tax upon corporations as such ; 
not in any advisory sense, but simply as an informal expression of in­
terests that seem to me likely to be overlooked, or at least overshadowed, 
by more stl"iking features in the situalion. I refer to the interests of 
those people of moderate and even slender means, whose savings are 
largely if not wholly invested in corporation stocks. '.fhese corporations 
are generally concerns with which the investor bas been connected !or 
years as a faithful employee, though there has been a growing tendency 
toward such investments among om· farmers, and more especially their 
widows who d1·ead the care of the farm. 'l'he prominent business fig­
ures of the country or community really own a decided minority of the 
concerns that they dominate or even manage. 

'l'he writer has always understood the economic principle of an in­
come tax to be that when an individuars income became sufficient to 
support himself and family in a hig-h degree of comfo1·t any further 
.increase of that income--which could only serve the purpose of luxury 
or more extensive investment-should be subject to a special tax for the 
common good ; in short, the surplus income of one would be taxed to 
relieve a similar burden upon the scant income of another. 

Inasmuch as a corporation has no personal needs, it has no income 
in the sense above defined. The net earnings of a corporation are really 
a trust fund, held for dish·ibution among the stockholders to whom the 
dividends become income in the meaning here to be considered. The 
corporntion is· already taxed upon its holdings in the assessment . of its 
property, real and personal ; further taxation would be double taxation 
and, it seems to me, indefensible from the standpoint of logic or equity. 
It would be just ns reasonable to call the n,et returns of an estate the 
income of the administrato1·. . 

The last few years have developed a very general desit·e on the part 
of employees to participate in the investment as well as the labor in 
those lines which they have made their life work. In most cases, the 
employers have shown a rommendal.Jle di sposition to meet this demand. 
Aside from the material benefit likel y to result from this arrangement, 
the spirit of mutual interest and good will thus shown must be higllly 
~rntifying t' every good citizen. In my humble- judgment, the growth 

and success of such arrangements means much to the Nation, and I 
would deeply deplore any legislation to the contrary. 

Yet" the levying of a so-called " income tax " upon the. net earnings of 
corporations, as such, can not fail to discourage this desired partner­
ship between labor and capital, in that It places a special tax upon 
the smallest stockholder and tempts capital to avoid all forms of inco1·­
poration; and there is no other form of business association so well 
adapted to the common needs of both large and small interests. Within 

· my personal knowledge, more than 60 per cent of the corporation stock 
held by employees is acquired upon credit, the purchaser relying upou 
the dividends to pay him out if he can save the interest from his earn­
ings.. '-!-'hrift.r and efficient men win out on this pl3:Il nearly every time, 
but it I.S plarn to be seen that even a small addition to · this burden 
would tend to discourage the attempt, even if it were not actually a 
serious handicap. . 

In conclusion, I will ask you to pardon so lengthy a communication 
to one as busy as yom·self, but this participation by employee in the 
stock of the employing corporation ls a hobby of mine and it is hard 
for me to quit. At the risk of discrediting all that I have said I will 
confess that I am a Democrat and a believer in Income tax· bu't I can 
not refrain from protesting against a measure that will' I believe 
seriously interfere with the successful operation and further develop~ 
men! of the. most important organ in the body economic-human labor. 
Hoprng a.garn that my earnest interest in the matter. may excuse my 
presumption, I am; 

Very truly, yours, ------. 
SECURITY TRUST AND SAVINGS BANK, 

Oharles Oity, Iowa, June £4, 1909. 
Hon. A. B. Cmn:11Ns, 

Washington, D. O.' 
Afy ~EAn SE~ATOR : I feel that it is the duty of every citizen to ex­

press himself upon the proposed corporation income tax. It seems to 
me that of all the u!lfair propositions that was ever proposed, this one 
takes the cake. While personally I would not be in favor of an income 
tax, still, an income tax upon all incomes, it seems to me would be " a 
king " copipared to the corporation income tax which is proposed. 

In ev.ery prog~essi.ve community at the present time a large part of 
the b~srness which is a benefit to the community and to the laboring 
man If!! conducted by corporations. These corpoi·ations are in alwo!t 
every mstance backed and supported by the men who believe in keeping 
t~eir money at work for the good of the laborer and for the good of his 
city. In order to do this he must invest his money in corporations 
doing husiness in his city. 

There is another class of men in every community who have amassed 
fortunes, which ·th~y see ftt to hold and only use for their own personal 
benefit to see how much " per cent " they can receive upon it who never 
take any interest in the community and never do anything' which will 
benefit anybody except themselves. 

The progressive up-to-date citizen, who is constantly on the move and 
trying to make thin~s go, must pay this corporation tax. The " 10 
per cent fellow " sits back a.nd pays nothing. It seems to me that it is 
utterly and absolutely absurd to ask him to do this. 

In our own city we have a little bunch of people who have every 
dollar they can gather together invested in the stocks of corporations 
and who are doing more for the city and the State than hundreds of 
the other people who will not invest their money in anything except 
securities which bring them dollars for their investment. 

The result, a s I have said before, seems to .me is absolute unfairness 
and injustice. I can not speak of other communities, but I can say 
that for this commnnity the proposed corporation income tax w.ould 
certainly be very unpopular. 

I wish ngain to congratulate you upon the fight that you have been 
making upon the tariff bill, and while you have not accomplished much 
in apparent results, I am satisfied that the future will justify you and 
that you will gain largely by the course you have taken and that the 
people of the whole United States will eventually justify your course. 

With kind personal r·egards, I remain, 
Yours, very truly, A. El. ELLIS. 

BETTENDORF METAL WHEEL COMPANY, 
Davenport, Iowa, June 21, 1909. 

Hon. A. :JJ. CUMMINS, 
U11ited States Senate, Washington, D. 0. 

DEAR SE)l'ATOR: I take the privilege of writing :rou in regard to the 
proposed tax on the income of corporations. The object of th e pro­
posed law is twofold-revenue and publicity. · As regards revenue, the 
tax is discriminating and unjust. It does not affect the incomes of in­
dividuals not derived from stocks, in many cases enormous, while tax­
ing people of small means, who derive their income from stocks. 

As r egards the publicity feature, I appreciate the desirability of giv­
ing accurate information to the public in regard to stocks and bonds of 
the great corporntions whose securities are listed on the exchanges and 
sold to the public. There are, however, in Iowa and other States a vast 
number of what might be called "private corporations," with but few 
stockholders, whose securities are not on the market for sale to the 
public. These corporations are in constant competition with individuals 
and partnerships, and it is an act of discrimination to compel them to 
make public their earnings and comply with federal regulations with­
out requiring the same of the individuals and partuerships doing a like 
business. A genernl income tax applicable to all, individuals, partner­
ship!, and corporations, with proper provision to prevent double taxa­
tion. will obviats- the injustice and discrimination. 

The effect of the proposed law for taxing the earnings of corporations 
only will be to drive many industrial enterprises from the corporate to 
the partnership form of organization, causing a useless and unwa t'l':inted 
expense. To encourage the conduct of business through less a dvan­
tageous ·forms of organization means an economic loss, indirectly af­
fecting the enti1·e country. 

While your views may not agree with those expres ed above I have 
taken the liberty of laying them before you for .rom· consideration. 

While writing you, I wish to express my appreciation of yonr able 
efforts to secure a substantial reduction of the tariff. 

Yours, h·uly, NATH. FRE'XCH. 

S'enator Cu11nnNs, 
PITTSBUnG, PA., Jtme 18, 1909. 

Senate Ohaniber, Washington, D . a.: 
I respectfully urge you to demand tax amendment providing that 

corporation tax be small graduated tax upon grnss earnings of cor­
porations instead of straight 2 per cent tax on net earnings, S!lid tax 
to be made to bear more heavily upon those corporations which co:itrol, 
or nearly control, prices in their respective lines. This would be 
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propei: discrimination in favor of small competitors of gigantiC' trusts, 
and it would t end to prevent trusts trom shiftiilg sucl1 taxes to shoulders 
of con.sumer. In my humble estimation it is jus t such protection that 
is n::.ost needed in America at this time. - · 

CLARENCE VANDYKE TIERS. 
I 

D UBUQUE , IOWA., June 28, 1909. 
Hon. A. B. C U.M:)IIN S, Senate: _ 

We urge you to exempt bu ilding and loan associations from proposed 
corporation-t ax amendmen t t o the tariff act. 

IOWA ST.ATE. L E.AGUE B U ILDING .AND LOAN ASSOCIATIONS, 
c. H. R EYNOLDS, Secretary. 

Hon. A. B . CUMMINS, 
CED.AR RAPIDS, IOWA, June 28, 1909. 

Senate Charnber, Washington, D. 0.: 
If possible, have domestic local bm!di.iig and loan associations exempt 

from proposed corporation-tax. amendment to tari!I" act. · 
IOWA DOMESTIC LOCAL BUILDING AND L(}AN 

ASSOCIATION LE.AGUE, 
F. D. DENLINGER, President. 

CHIC.A.GO, ILL., June 25, 1909. 
Hon. ALBERT B. CuMMINS, 

Senat e, Washington, D. 0.: 
The Chicago Association of Commerce, composed of 3,00Q firms, cor­

porations-, and individuals, to-day passed the following resolution, and 
ins tructed me to forward copy to you: 

•• Whereas tllere is a proposition before Congress to tax the net In­
come of corpor ations ; and 

·• Wherea sueb a proposed tax, especially as applied to mercantile, 
manufactw·ing, and industrial corporations, would be an act of great 
Injustice, as copartners.hips engaged in exactly the same business. are. 
not so taxed: 'l'heref ore be it 

" Resolv ed, That the Cbicago Association of Commerce vigorously 
protests against such legislation, which places a serious burden upon 
mercantile, manufacturing, and industrial corporations and omits the 
indlvidual and eopartnership engaged in similar or competittve lines of 
business." 

EDWARD w .. SKI~R, P1·esident. 
1\fr. CU:l\IMINS. And now, Senators, I can not close without 

expressing the obligation I feel for the hearing you have given 
me; nor can- I close without expressing the hope that you will 
app1y the universal principles of justice and fairness to this 
subject, and that you will not permit the legislative history of 
a country like oms to be clouded by so manifest an aet of wrong 
and oppression. 

I omitted yesterday to ask the Senate to insert as a part of 
my remarks a _portion of a consular report respecting income 
taxes in othe:r countri-es. I ask now the consent ·of the Senate. 

The VICE-PRESIDENT. Is there objection to the request of 
-the Senator from Iowa? The Chair hears noner 11nd it is so­

. ordered. 
Tl.le matter refer.red to is as follows: 

FINANCES-INCOME T.AxEs ABROAD. 

Unitea Kingdoni. 
OPERATION AND EXTENT OF YIELD-:-RE.CEIPTS FROlf V.ARl:OtTS GROUPS. 

Special Agent Charles M. Pepper has prepared the following very, 
comprehensive report . on the British income tax, showing the rates 
o~ t axation, and alsO' its relation to tlffi other sources of revenue: 

The British. income. tax in one form o.r another has been in force 
with some short and some long intervals of freedom from it for 11 O 
years. Since 184~ its operation h~s been almost continuous:. In 1799, 
when the. tax was first applied and Irel:and was not included, t he 
population on wh ich it was laid numbered 10,500,000 and the revenue 
obtained was a pproximat ely $30,000,000. For the fiscal year which 
ended March 31, 1009, wit h a pop11 lation in Great Britain and Ireland 
of 44,500,000, the revenue was £33,930,000 ($165,103,000). This was 
the greatest sin_gle solll."ce. of revenue, since it exceeded the excise 
revenue by £300.000. It was also £930,000 in e.xcess of the estimate 
for the year. The tax was levied on _gross income of approximately 
$5,000.000,000 and net ineome of $3,200,000,000. While the income-· 
tax receipts, occasionally fall below the estimates by small amounts. 
the more common experience is that the reeeipts exceed them by large 
amounts. · 

RELATION OF ·I N COME T'AX TO OTHER REVENUES. 

Tbe exact rela tion of the property and income · tax, as it is known, 
to the other revenues ot the United Kingdom appears tn the followin~ 
summary of solll."ces of revenne for the. fiscal year 1908-9: 

~~!~~~-=-=--=--=--=-=-~-=--==-==-=--=--=--=--=--=--=--=-=-=--=-=-=--==-=--=-~-=--= £~~: ~~&: ggg Estate, etc., duties _ ._ :_ __________ . _________ ..:._ 18-, 370\ 000 

~!~ii===-~-=--=:~~=--=---~~~-===~====:~~~ :: ilt ggg'. Property and income ta · ______ .:. __ ~---- 33,_ 9.30, 000 
Post-office_____________ _ ______________________ l'Z,_ 77()., 000 
Telegr aph and telephone______________________________ 4, 530,000 
Crown lands _________ _: ____ ..:._ · · - 530, 000 

~~~1T:~:c!us~t:~=~~~~-=-~==-==-==-~=~.:=-=-~-=--==~=~-=~- ~: ~k i~~ 
Total---------------· - - ------------------ 151, 578", 295 

From this total of £151,578,2n5 [$73a,5"90,000 l r in oTder to ·get at 
the tax and nontax means- of revenue i1; is necessary to separate the 
nontax revenues, which a re t hose f"rom the post-office, telegraph and 
telephone, crown lands. Suez Canal shares, and misce-llaneous sources. 
Th se amounted to £26,028,295 ($126,65-t.OOO ) , leaving £125-~50...000 
( 610.936,000 ) ra ised by taxation. From this it appears that in 1908, 
out of total revenues of $737,590,000 and of tax: re.-venues- of $610-.-
93-6,000, the income-tax contribution wa& the: largest. 

H ISTORY OF THE" TA.X--SCHEDOLES.. 

The history of t he income impost may be briefly described as a 
series of temP,orary expedients converted from time to time into fixed 
t~xes, until it has become one of the chief means of. taxation. The 

tax has varied from time to time both in form and substance, while 
the rates · have · ranged over a wide scale, until now in the fiscal 
legislation of the United Kingdom the changes made are usually with 
a; view - to securing further revenue, though in some ~riods the modifi­
cations have - been for the purpose of giving relief. The system in 
force is based on the funda-mental acts of 1842 -and -1853, and the --ta:x; 
is imposed for every 20 shillings, or pound sterling ($4.866), of the 
annual value of certain profits, which are set forth under var­
ious schedules comprising the sources of income. These are as fol-
lows: · 

Sehedule A.-Property in all lands, tenements, hereditaments, and 
heritages in the United Kingdom. 

Schedi~le B.-Occupation of all such lands, tenements, bereditaments, 
and beri tages. 

Bchedu.le 0.-All profits arising from interest, annuities, dividends, 
and shares of annuities payable to any person, body politic or cor· 
porate, company or society, whether corporate or not corporate, out 
of any public revenue.. 

Schedi1,le D.-The annual profits -0r gains arising or .accruing to any 
person residin.g in the _United Kingdom from any kind of property 
whatever, whether. situate in .the. United Kingdom or elsewhere, and 
the annual profits or gains arising or accruing to any person residing 
in the United Kingdom from any profession., trade, employment, · or 
vocation, whether _ the .same _shall .be respectively carried out in the 
United Kingdom or els.ewbere. 

And the annual profits or gains arising or accruing to any person 
whatever and whether a subject of His Majesty or not, although not 
i·esident within the United Kingdom, from any profit whatever in the 
United Kingdom, or any profession, trade, employment, or vocation 
exercised within the United Kingdom. 

And . all interest of money, annuities, and other annu.al · profits and 
· galns not changed by virtue of any· of the other schedules. 

Schedule EJ.-Eivery public office or employment of profit, and upon 
every annuity, pension, or stipend payable by His Majesty -0r out of 
the public re-venues of the United Kingdom, except annuities charged 
to the duties under Schedule C. 

EXPLANATIONS OF THE SCHEDULES. 

Full definitions are given of the meaning of the various ·terms in 
these schedules as they are to be applied by the commissioners of the 
Inland revenue. Collections " at the source " include the tax on land 
paid through the tenants, on di"vidends paid from the offices of public 
companies, and on · eons-0ls paid through the Bank of England. It is 

· stated that in order to secure the abatements and deductions which 
are allowed, about four-fifths of th-e income-tax pa.yers make written 
dec:l.arations of thei!'" aggregate incomes. Two-thirds o.f the tax is paid 
indirectly. 

.ABATEMENTS AND MODIFICATIONS. 

All incomes under £160 are exempt from the income tax. Grad­
uated abatements also are aUowed on ineomes between £160 and £700. 
The scale of these abatements since 1898 bas been as follows : £160 -0n 
incomes e.rceeding · £160, but not exceeding $400; £150 on incomes ex­
ceeding £400, but not exceeding £500; '£120 on Incomes exceeding £500, 
but not exceeding £600; £70· on incomes exceeding £600-, but not ex­
ceeding £700. 

The modifications of the income tax in praetke are set forth in the 
detailed exhibits of the number and amounts of the abatements, in 
the exemptions in respect of small- incomes, and in the deductions 
from gross income for life insurance premiums;· charities, and hos­
pitals, repairs of lands and houses. wear and tear of machinery or 
plant, and other allowances. Deductions of one-eighth are allowed ln 
respect of lands and of one-sixth in respect of houses for repairs, etc. 

In analyzing the yield from the ta-x: attention must be paid to the 
rate of charge, and a basis of estimate may be ha.d from the knowl­
edge that" at 1 shilling in the p0-1md sterlin~ . it would be 5 per cent. 
The lowest rate of charge since the foundation of the present system 
was laid, in 1853, has been 2 pence in the pound: sterling, which would 
be 4 cents in $4.86, or a fraction 0-ver 1 cent on the dollar. This t"ate 
obtained in 1875-76. In 1874 the charge was 3 pence to the pound. 
Since 1896- the lowest rate has been 8 pence and the highest 1 shilling 
3 pence, 0-r approximately a-o ·· cents to the -$5. The various exemptions, 
deductions, and abatements in practice have tbe e1Iect of modifying the 
rate tor the in<lividnal taxpayer, but in cak.ulating the revenue derived 
from the tax the feasible mode is to. determine the amount which 
each penny in the pound produces. 'l'hus, in 189g, when the rate of 
charge was 8 pence, the total produce for each penny of the tax was 
!£2,188,000 ($10,692,000), and in 1907, when. the rate was ! .shilling, 
£2 667,000 ($12,977,000). In terms of American currency this would 
be' approximately $5,350,000 and $6,500,000 for each 1 cent of the· tax 
in the: respective year. ' 

:NET RECEIPTS FROM TAX. 

The net receipts of the income tax in the fiscal years from 1898-99 
to 1907-8, inclusive, _ showed that in the latter year almost twice as 
much revenue was drawn from this source as In 1898, the figures being 
£18 042,311 and' '£31,860,00<J, respec-tively. The bulk of the increase 
was due to increased" rates, though not exclusively so, as the gross 
amounts and the net incomes both increased in the period mentioned. 
Sin.-ce eve1·y year reveals incomes previously covered up, the mere addi­
tion to either the. gross income or the net income can not be taken as 
entirely a fresh addition to the national wealth. The full returns of 
net receipts and rate of charge in the period f-rom 1898 to 1907, .inclu~ 
si-v~. are as follows : 

Year. Amount. 

£18,042,311 
18 ,867 ,.836 
27,561,160 
35,378, 700 
38,669,846 
30. 500 ,450" 
31,263,65-1 
31,294, 75'2 
31,891,.949 

R31,860,380 

a Nine pence on " earned " incomes up to £2,000. 

Rate in the 
pound 

sterling. 

8. d. 
0 8 
0 8 
1 () 
1 2 
1 3 
0 11 
1 0 
1 0 
l 0 
1 -·o 
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YIELD/ FROi'\I ''AnIOUS SOURCES. 
Notwithstanding the complicated working system of the tax, lt ls 

possible to place the yield · from the different sources as classified under 
the various schedules. Complete statistics for the fi scal . year~ 1907 

and 1908 are not available, but for the ten-year period ·from 1897 to 
1906, inclm;iive, the classes of income on which tax was .received can 
be given, the abatements and deductions from gross income having been 
made. The exhibit is as follows : 

Class 3, proflts10lass 4, profits 
Olass_ 1, profits Class 2, profits from British, from busi-

from owner- from occupa- Indian colo- nes.ses, con­
ship of lands, tion of lands, nial and for- · cerns, profes­
houses, etc. ·etc. (Scheel- eign govern- sions, employ-

Class 5, sala­
ries of gov­

ernment, cor­
poration, and 

public com­
pany officials 
(Schedule E). 

Year. Total. 

(Schedule A). ule B). ment securities ments, ete. 
(Schedule 0). (Scliedule D). 

1906-7 ___ ... ... ----- ...... ----- ...... ------ ... ----- ...... ----- ------- ................................. - ......... - - ... - ~ ... ... 
1897-98 ......... ------------ --- --- ...... -- -- ... - ------ ------ ... ------ ............... - --- ..................... -
189S--99. -- ----- ... ---- ...... ~ ----- ...... -=---- ~. __ .:._ ... ------ ...... ~-~ ........................... ---- ............... ... 
1899-1900 ... -- ---- ...... ----- ...... ----- ...... ------ ------ ...... ----- ---- ... - - ~ .......... :. ......... : ............ -
1900-lOOL ...... ---- __ ------ ------- ... ------ ... ------ _ ---- ____ : ___ ....................................... ... 
1901-2 ___ - ---- - ...... ---- ... --- .................................... ---- ............... --- ------ --- -- ...... -- ... - - ............... -
190?..-3 ____ ... ----- ...... ---- ...... --··---- ... ----- - - ---- ...... ---- ...... ---- ... :. ...... ............ --- ...... -- ...... . 
19034 ......... ---- ... ----- ...... ---- .................. - ...... - - ... _._ ......... ~ ...... -~--:- :. ... ... ...... :. ... - :. ...... __ : ......... - ... - ... -
1904-5 ____ ------ ... ------- ------- - --- -- - - ---- - -- ____ ; ___ _ - ......... - ......... · .................. ... - --
1905-{L ...... ---- ... ------- -------- ___ :. ... · ... ------ ...... ----- ...... -- --- ............... -- ---- .................. . 

:£H3,120,150 
148,123,018 
H9,043,232 
151,(03,371 
152,178,033 
U2· 282 299 
156:197:274 
157,696,080 
157,52]),80( 
158,(52,590 

£5,026,024- £35,966,088 
4,987,105 36,703,116 
4,832,636 36,165,(..()() 
4, 706,301 38,170,385 
4,411,746 40,768,889 
4,338,514 42,310,728 
4,431,668 40, 286,157 
4,20.3,124 41 ,357,050 
4,090,835 42,316,84-4 
4,111, 585 41,710,!iH)4 

£303. 598' 000 £37' 490 '958 '. £520,2ll,200 
318. 565' 003 39,861 ,208 648' 229' 450 
332,149,361 42,678,.520 664,868,U9 
854 '038' 280 (5,787 ,966 594,100,253 
363,027,.t79 4-7,164,772 607 ,550,919 

. 861,400,999 4.8·, 271, 368 608, GOO, 903 
364' 483' 933 (9, 713,341 615,012,373 
365' 234, 308 ~:~~:~ 619,328,097 
375,34.8,9.34 682,024, 746 
381,036,647 54·,786,452 640' 04.8' 238 

The gross amount of income arising from the ownership of lands, 
houses, etc., for 1907, showed a net increase of £47,284,000, or 21.8 
per· cent, as· compared with 1898. There was a decrease as regards 
lands of 3.• per cent, whlch was more than compensated for by the 
increase as regards houses, which was 29.9 per cent. · 

Profits from government securities-British, Indian, colonial, and 
foreign-showed an increase of £8,113,000, or 21 per cent, over the 
same decennial period. · 

Interest from Indian, colonial, and foreign securities other than 
government securities increased £6,807,000, and railways out of the 
United Kingdom £5,957,000. . · 

Businesses. concerns", professions, etc., showed an increase of £117,-
357 ,000, or 29.2 per cent, during the• ten years. 

Railways in the United Kingdom showed an increase of. £2,355,000 ; 
mines, £7,294,000; gas works, '£1,735,000; iron works,- £474,000; water­
works, £1,389,000. 

Salaries of government, corporationi and public company officials in­
creased in the ten years from £59,79 ,000 to £97,132,000,· or 62.4 per 
cent, but part of this was merely bookkeeping, s ince the conversion of 
private concerns into public companies increased the amount assessed 
under profits from businesses, concerns, etc. 

IlELATIVE YIElLD OF THE SEVERAL GROUPS. 

From the tabular summary it will be seen_ tp.at the single group of 
businesses, concerns, professions, and employments furnishes more than 
half the income from which the tax is collected, the amount in 1906-7 
having been £3811037,000 out of the total of £640,048,000. Relatively, 
the same proportion holds 1\'ith reference to gross income, the figures 
for the same year having been £518,670,000 out of a · total of £943,-
702,000. The gross income under this head covers the assessable profits 
after the deduction of all outgoings which the law regards as a set-off 
in arriving at the assessable income. The profits included in this group 
consist of those from businesses, manufactures, or concerns in the nature 
of trade, from employments except those of a public nature, and from 
forei~n and colonial securities, except government securities. The main 
classification in this group is the general one of businesses and profes­
sions, including salaries of employees. In the year under consideration 
it afforded £373,057,000 out of the gross income of £518,670,000. Par­
ticular properties designated are railways, canals, mines; gas works, 
'ron works, market tons, quarries, etc. Railways were credited with a 
gross income of £42,070,000, and mines, £16,372,000. . 

After businesses and professions, profits from the ownership of lands 
and houses are the leading source of income on which the tax is laid 
In the year cited they furnished £263,742,000 of gross and £158,453 000 
of net income. This group includes every description of property in' the 
nature of realty that can be brought into valuation. Farmers' profits 
come under the separate grouping of occupation of lands. The profits 
are assumed by law to be one-third of the annual value. . 

The gross income from all classes of profits brought under review of 
the inland-revenue department ranged from £734,461,000 in 1897 to 
£943 702,000 in 1906. The character and the relative proportions of 
the elements which differentiate the gross income from the income on 
which the tax is received can be shown from the analysis of deductions 
for a single year, and for this purpose 1906-7 is taken. In that year 
the deductions from gross income were as follows : 
Exemptions in respect of small incomes _______________ _ Abatements ________________________________________ _ 

Life-insurance premiums----------------- -----------­
Cllarities, hospitals, friendly societies, etC--------------Repairs- landB and houses ___________________________ _ 
Wear and tear of machinery ·or plant_ ________________ _ 

£54,520,281 
114,556,689 

9,155,{)57 
11,105,028 
38,996,538 
17,107,518 

Other allowances and incomes on which tax was irrecov-
erable-------------------------------------------- 58,212,165 

Total---------------------------------------- 303,653,776 

INCO!IIE FROi'\I A.BRO.AD. 

A very interesting feature of the British income tax is the amounts 
received from investments abroad. These include income disclosed by 
agents for payment of interest in the United Kingdom on foreign and 
colonial government securitie.s, tax on dividends or interest paid through 
agents by a foreign or colonial company or corporation, tax on the value 
of coupons for interest and dividends ~rom abroa<:J, incon;ie received in 
respect of investments abroad, and British compames ownrng and work­
ing railways abroad. In 1907 the income disclosed under these heads 
a.mounted to £79,560,000. 

Beyond this earmarked figure there exists a large amount of income 
from abroad which can not be identified as such in the assessments, 
and which is therefore included in the quota of businesses, professions, 
etc. This unidentified income includes concerns other than railways 1 

situated abroad, but having their seat of direction and management in 

the Unite~ King~om, such as mines, gas works, tramways, nitrate · 
grounds, 011 "fields, tea and coffee· plantations, land and finan<;ial com­
panies, etc. ; concerns jointly worked abroad and in the United King." 
dom, such as electric telegraph cables and shipping· foreign and colonial 
bra_nches of banks, insurance companies, and mercantile houses in the 
Umted Kingd'?m ; ·mortgages- of proper·ty and other· loans and deposits 
abroad b_e~onglllg to ba!Jks, etc., in the United Kingdom ; profits of all" 
kinds ansmg from busmess done abroad by manufacturers merchants 
and comm,ission agents resident in the United Kingdom. ' ' 

Profits . from abroad so far as identified for the period from 18!)8 to 
1!)07, inclusive, have been as follows: 

Year. 

1897-~---------------- - ... -
189S-99_ -------------- - - - . . 
1899-190() ____ --------- ----· 1900-190L _______________ _ 
1901-2 __________________ -- · 
1902-3 __________________ - -· 
1903-4 _______________ -- - ... - · 
1904-5 ____ --------- _· __ - ......... . 
1905-()_ ____________ - ----- ... . 
1906-7 _____________ ... ---- .... . 

India gov­
ernment 

stocks, loans, 
and guaran­

teed rail­
ways. 

£8,168,258 
8,258,820 
8,281,704 
8,567,639 
8,880,908 
9,048, 777 
8,695,929 
8,760,185 
8,862,807 
8,768,237 

Oolonial or 
foreign secu­
rities (other 
than govern-

ment) and 
Colonial or po~sessions 
foreign gov- " coupons " 

ernment and railways 
securities . out of the 

£17 ,205,934 
18,288,429 
18;394,390 
18,IX!5,410 
19,245,888 
19,935,643 
20,263,072 
20,880,837 
22,009,260 
22,270,846 

United King­
dom other 
than those 
included in 
column2. 

£31,265,474 
33,217,654 
33,590,792 
3!l,018 ,476 
34,4.32,083 
34 ,814 ,295 
36,906,305 
36,421,087 
4..2,967,198 
4.8, 521 ,033 

Total. 

£56 '639' 666 
59, 709,003 

. 60,200,886 
60,881,525 
62, 559,479 
68,823,715 
65,865,fsOO 
66,062,109 
73, 99,265 
79,560,116 

A valuable addition to the details given regarding profits from abroad 
is afforded in the summary of income from profits from British~ Indian, 
colonial, and foreign government securities. The g-ross profits under 
this head in 1907 amounted · to £46,722,000 as against £38;60!),000 in 
1898. From an analysis of . the countries from which this income was 
received it appears that British funded debt, unfunded debt, and vari­
ous guaranteed stocks amounted to £15,683,000; Indian stocks and loans 
and guarant eed railways, £8,768,000; colonial securities, £13,93·2,000 ; 
foreign , £8,338,000. Of the foreign securities, £3,843,000 is credited to 
America, about all the countries of Latin America being included. The 
bulk of these securities, however, are for t he South ·American countries, 
the Argentine Republic being credited with £1,358,000 ; Brazil, £!)9~,000 ; 
and Chile, £615,000. · · 

INDIVIDUAL T.A.XP.A.YERS. 

Since two-thirds of the tax is collected indirectly, it is not possible 
to give the exact number of individual income-tax payers as distinct 
from the number of assessments. In the income from businesses, 
professions, etc., for 1907 the number of assessments were as fol­
lows: 

Persons, 476,404 ; firms, 58,049 ; public companies, 33,508 ; local au­
thorities, 10,639 ; total, 578,600 . . There may be more than one assess­
ment on the same person, firm, or company, as a person, for instance, 
may be carrying on two or more distinct businesses in different parts 
of the country, and the assessments are made in the districts where 
those businesses are situated. 

A.SSESSUENTS ON GROSS INCOMES. 

To the figures above given are added employees under Schedules D 
and El; that is, of business firms and of the government and public 
companies, the form.er being 101,344 and the latter 417,845. This 
makes a grand total of assessments of 996,445, or close to the million 
mark for the two classes which are capable of classification, and the 
amount of gross income on which they paid the income tax was 
£615,801,000. 

Keeping in mind that the number of assessments does not repr·esent 
either total incomes from all sources or the number of taxpayers an 
exhibit nevertheless may be had of the practical working of the in­
come tax as applied to profits from businesses and to salaries from · 
a detaile~ examination of the tB.!Jular exhibit of the 996,000 assess­
ments which represented a gross mcome of £615,801,000. This shows 
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assessments of persons, firms, public companies, and local authorities I For the 1frst seventeen years of my life I was privileged to 
_on_g_r_·o_s_s_i_n_c_o_m_e_s_a_s_f_o_ll_o_w_s_: _________________ listen almost entirely in the way of public addresses to those 

men, beneficent in purpose and in service to the public, who 
Grade of income. N~~:S-of am~~S: of always insist on taking a text before they begin . their address. 

ments. income. Bearing in mind that early lesson of childhood, I wish to take _ 
as my text for this address the language of the distinguished 

Not exceeding £160, but not exempt-------------------~-
Exceeding £160 and not exceeding £200 _________________ _ 
Exceedil~g £200 and not exceeding £300 _________________ _ 
Exceeding £300 and not exceeding £400 _________________ _ 
Exceeding £400 and not exceeding £5()() ___ __ ____________ _ 
Exceeding £500 and not exceeding £6()() ________________ .:_ 

Exceeding £600 and not exceeding £700-----------------­
Exceeding £700 and not exceeding £800---------------·-· Exceeding £800 and not exceeding £90() _____ _________ ___ _ 
Exceedin~ £900 and not exceedin~ .£1,000 _______________ _ 
Exceeding £1,000 and not exceeding £2,000 _____________ _ 
Exceeding £2,000 and not exceeding £3,()()() _____________ _ 
Exceeding £3,000 and not exceeding £4,000 ______________ _ 
Exceeding £4,000 and not exceedin: £ 5,000-------------- · 
Exceeding £5,000 and not exceeding £10,QOO _____________ _ 
Exceeding £10,000 and not exceeding £50,00Q ______ __ ____ _ 
Exceeding £50,000- - - ---- - ----- -- ---- - - ---- ------ -- ----- - --

318,570 
237,775 

. 205,914 
80,019 
44,176 
23,175 
13,811 
11,154 
6,350 
8,758 

23,032 
7,4-07 
3,800 
2,E33 
4,831 
4,188 

1)~9 

£22,841,134 
43,9-16,713 
52,105,397 
28,676,015 
22,509,004 
13,094,198 

9,127,473 
8,5-09,841 
5,457,305 
8,552, 798 

33,758,188 
18,59'2,178 
13,376,481 
11,560,511 
34,909,592 
87,275,Mi5 

174,174,323 

There was also £29,336,128 gross amount of income from agents, 
bankers, and coupon dealers deducting tax on behalf of the revenue, 
but thi& can not be given "in terms of grades of income and numbers of 
assessments. 

It may be noted that the assessments on incomes of £50,000 and 
upward, or on $250,000, include 20 individuals and 92 firms. 

The national income of the United Kingdom ·is variously estimated 
by economists and statisticians at from £1,600,000,000 to £2,000,000,-
000 annually. Since gross income of more than £900,000,000 and net 
income in excess of £600,000,000 is brnught nuder contribution, it 
would appear that one-half the national income is subject to the tax 
and one-third pays it. · 

Recent history of the income tax is embodied in the finance act of 
1907. Numerous changes were made by this legislation, some of them 
being on the recommendation of a select committee, which was ap­
pointed in 1906, to inquire into and report upon the practicability of 
graduating the income tax and of ditferentiating for the purpose of the 
tax between permanent and precarious incomes. The relief given to 
"earned" incomes up to £2,000 by a smaller rate of charge was the 
result of this recommendation. 'Among other recommendations of the 
committee was one that it should be made obligatory on every indi­
vidual to fill up · a form of return of income, even where the return 
would merely .be a statement that the individual bad ·no income di­
rectly chargeable to the tax. This was .. made etrective. A recom­
mendation for improvements in the methods. o! claiming allowance for 
depreciation and wear was also enacted. It was undei· the finance act 
of 1907 that the taxpayer was entitled to be charged on the actual 
profits made during the year, instead of on an average of tllose profits 
for the preceding three years, if he preferred that method. 

In the budget submitted to Parliament for the current fiscal year 
by the chancellor of the exchequer the tax on unearned incomes· is in­
creased by 2d., making it ls. 2d., and the tax on earned incomes over 
£2,000 is raised to ls. Persons earning under £500 a year are given 
a new abatement of £10 for every child under 16 years. On incomes 
exceeding £5,000 a year there is to be a supertax of 6d. in the pound 
The chancellor estimated that the extra yield from the income tai 
proper would be £3,000,000, and from the supertax £2,300,000. 

Mr. BORAH obtained the floor. 
Mr. CLAPP. Mr. President, I suggest the absence of a 

quorum. 
The VICE-PRESIDENT. The Secretary will call the roll . 
The Secretary called the roll, and the following Senators 

answered to their names: 
Bacon 
Bailey 
Beveridge 
Borah 
Bourne 
Brandegee 
Bristow 
Bulkeley 
Burkett .J 
Burrows 
Carter 
Chamberlain 
Clapp 
Clark, Wyo. 
Culberson 

Cummins 
Curtis 
Davis 
Dick 
Dillingham 
Dixon 
Elkins 
Fletcher 
Flint 
Foster 
Frye 
Gallinger 
Gamble 
Guggenheim 
Heyburn 

Hughes - Page 
.T ohnson, N. Dak. Perkins 
.Johnston, Ala. Piles 
Jones _ Root 
Kean Scott 
La Follette Simmons 
Lodge Smith, Mich. 
Mccumber Smi~h, S. c. 
McEnery Smoot 
Money Stone 
Nelson Sutherland 
New lands Tillman 
Oliver Warn.er 
Overman Warren 
Owen Wetmore 

The VICE-PRESIDENT. Sixty Senators have answered to 
the roll call. A quorum of the Senate is present. 

Mr. BORAH. Mr. President, a ·noted member of this body once 
said that it was a rule of his life to quarrel with principles and 
not with men. I think it is especially important, in d~aling with 
a subject of this kind, that we bear that in mind, and that what­
ever difference of opinion there may be with reference to the mer­
its or demerits of the corporation tax, we should discuss it from 
the standpoint of principle rather than that of personalities. 

I make this suggestion early, for the reason that I shall be 
compelled to quote the language of different Members of this 
body with reference to their views upon this matter; and I do 
o, not with a view or purpose of criticising anyone from a 

personal standpoint, or assuming any change of view, but with 
an idea of putting before the Senate, if I may, what I conceive 
to be the best thought and the best_ judgm,ent, .not only of my 
party, but of the leading men of the country, upon such a 
measure. · 

XLIV--250 

Senator from Rhode Island, as contained in the CoNGitESSIONAL 
RECORD at page 3929. 

I shall vote for a corporation tax as a means to defeat the income 
tax. • • • I am willing to accept a proposition of this kind for the 
purpose of .avoiding what, to my mind, is a great evil and the imposition 
of a tax in time of peace when there is no emergency, a tax which is 
sure in the end to destroy the protective system. 

I desire also to quote in that connection the language of ex­
President Harrison, wherein he said: 

The great bulk of our people are lovers of justice. They do not be­
lieve that poverty is a virtue or property a crime. They believe in 
equality of opportunity, and not of dollars. Equality is the golden 
thread that runs all through the fabric of our civil institutions-the 
dominating note in the swelling symphony of liberty. 

t quote this last expression from ex-President Harrison for 
the reason that I shall refer sometimes to the principle of 
equality, not in a strict constitutional sense, not confining my 
views to the technical equality denominated by the Constitu­
tion with reference to certain rights and powers, but referring 
to that golden thread of equality which runs all through our 
civil institutions as a fundamental principle, regardless of any 
written constitution-a fundamental principle which we can not 
afford to ignore any more than we can afford to ignore a spe­
cific proposition enunciated in the Constitution. 

It is not my purpose at this time to discuss in a comparative 
way the merits or demerits 'of the income tax and the corpora­
tion tax. I realiz~and I had just as well be frank-that the 
chance for the enactment of an income tax has practically been 
removed, so far as this session is concerned. I am, however, 
sufficient1y of the faitl:\ to state that I believe it is only re­
moved for a time. But I want this evening to inquire par­
ticularly with reference to the measure which has been sub­
mitted to us and which, I presume, we are to assume· at this 
time is to be enacted into law. I want to view it as if it were 
submitted here as an original proposition, without reference 
to the effect it may have upon the income tax, from the stand­
point of whether or not it would be proper to enact it into law, 
even if it were not designed to kill what some conceive to be an 
erroneous measure. 

So far as I am individually concerned, regardless of the ques­
tion of an income tax, I could not bring myself to the support 
of this measure by r.eason of any personal or political relation I 
may have to individuals or to my party. That is not altogether 
a pleasant attitude to assume. In many ways it is extremely 
unpleasant. 

But I want_ to inquire first, Mr. President, who is to pay the 
tax we are about to levy? It has been given out to the country, 
and has been somewhat extensively assumed,- that this is another 
means of placing a tax upon the wealth of the country; that 
by this process of singling out corporations we will reach the 
wealth o:t the 'land rather than place a tax upon consumers, or 
that great body of American citizenship which now bears its 
undue proportion of the taxes of the coli.ntry. I am very frank 
to say that if I were convinced of that one proposition .as stated 
by those who support this tax-that it will reach the wealth of 
the country-I spould support it as a temporary measure, 4>r 
the purpose of wiping out the deficit that now confronts us. 
I would not support it as a permanent measure, for the reason 
that I know that it can not and will not reach that already 
earned, now inactive, wealth which pays practically no tax, and 
never will if certain influences in this country can have their 
way. But as I am convinced beyond all question that by this 
means we are about to proceed, under a thin guise of doing oth­
erwise, to place another heavy burden and tax upon those who 
already bear an unjust and undue proportion of the burdens of 
the Government, I prefer, rather than to support the tax, to go 
back to the statesmanlike view announced by the Senator from 
Rhode Island in the opening of this tariff debate. That is to 
say, if we can not by the tariff bill raise stffficient revenue to 
run ·the Government, I should resort to extreme measures of 
retrenchment in expenditures rather than place this extra bur­
den upon the great mass of American citizenship. 
· The Senator from Rhode Island has not, to my knowledge, at 
any time made in this Chamber a declaration that ought to 

,command the support and respect of this body to a greater ex- -
tent than that statement, which he made in the opening of this 
debate. I will say here that I have never been enthusiastic in 
the support of an income tax as a mere proposition to meet the 
temporary expenditures of the Government. My enthusia m has 
arisen out of the proposition that it will enable us to distribute 
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the already great burden of government between consumer and 
wealth. But if we are now to lay a tax-as I believe we are 
about to do--whieb. will finally rest not upon wealth, but upon 
consumption, then I go back to the principle armounced by the 
Senutor from Rhode Island, and say that it is our duty as Sena­
tors to accept his statement that if there is not sufficient revenue 
to run the Go-yernment we must retrench. For, to my mind, it 
is almost a moral crime to place an additional expense upon 
the. very people who are to-day bearing the great burdens of 
government. 

The Senator from Rhode Island, in opening the ta.riff debate,, 
said: 

I run asked what would happen if it should be found that I am over­
sanguine or wholly inaccurate in my statements of probable results. 
What shall we do if' the revenues actually received are less than those 
I have anticipated and large deficiencies are threatened? I answer, 
with all the emphasis at my command, that it would then be the im­
perative duty of Congress to reduc-e expenditures and make them con" 
:form to the actual revenue conditions, and not impose ne.w and onerous 
taxes. 

In the next place, after having inquired as to who is tO, pay 
this ta~ I want to make some inquiry as to the attitude of the 
Republican party upon a measure o:f this kind; for those af us 
who have been inclined to support the amendment submitted by 
the Senator from Texas have been criticised-not publicly, but 
to- some extent privately-as inclined to support a Democratic 
measure. I am a pretty strong partisan, but I believe the rule 
can not always be invoked in tbe discharge of legislative duty. 

I therefore propose to show this afternoon, if I can, and I 
believe I shall be able to do so, not so mueh upon any original 
idea of my own as upon the ideas of those who are better in­
formed, first, that this tax will not be paid by wealth, ·but by 
consumption. Having shown that, I propose to show, in the 
second place, tba t it is wrong at this time, under the circum­
stances which confront us, to place any greater burden upon 
that class of people. Third, I propose to show that the party 
of which I am an humble member has always opposed this tax 
upon principle; that it is unjust, unfair,. dis<:riminating, and of 
doubtful constitutionality. 

Of course it is proper to say at the beginning, because that 
is now conceded, ·that this runendment wa.s born of fear. No 
one. seems to love it,. or to care particularly what becomes of it 
after it has served its temporary purpose~ But notwithstanding 
the fact of its. manner.. of coming before us and the reasons for 
bringing it here, if we should find that it is actually a good 
measure, perhaps that should not be used against it. It is 
admitted, of course, by those who support it, that it was not 
brought in for its merits, but because ot the ulterior purpose 
it would serve. 

With these preliminary statements, I want to go back for a. 
time into the political history we have just passed over and 
within the memory of all men who sit in this Chamber, many 
or them participating in it,. and trace out, if I can, from the 
declarations of those men, whose wisdom and whose position 
in the party can not be questioned, something as to the merits 
and demerits of this tax; where the burden will fall; who will 
pay it; and why, upon principle and authority, it should not 
become a statute. 

We recall the fact that in 1898, among other amendments 
which were suggested to the war-revenue act of June 13, 1898, 
there was a proposition to levy a tax upon ~e right to do b~si­
ness in the sugar-refining industry and the mdustry of refjnrng 
petroleum. The amendment to which I am now addressing 
myself referred solely to those two industries. But the prin­
ciple was discussed, and was diseuss_ed at length, by the Senate. 

Senator Platt. of Connecticut, said at the time: 
I desire to say a word why I propose to vo_te against this amend­

ment. • • • It is picking ou~ from all the mte_rests of the country 
two classes of business where it is absolutely ~rta:111 that the corpora­
tions will not pay the tax, but that it will be paid by the consumer. 
There is no other business in the country where the corporations or the 
persons engaged in it can so surely and certainly. evade the paymen~ of 
the tax as in the case of the business of oil refining and sug~r re.finrng, 
and what ts more, the person~ engaged in the. busines.s will be very 
careful in raising the price of' oil and sugar to raise it a little more than 
the tax, so that the consumer will. pay not only the tax, but the addi­
tional profit to the two compames. 

Senator Platt was a profound statesman. He was not a man 
who spoke at random. He proved him ~f upon .this occasion 
to be somewhat of a prophet, because. it _b.·ansp1red t.J:tat ex­
actly what he said would take place did take place, with the 
exception of the fact that when the tax was removed the trust 
forgot to take off the extra charg~ wJli<:h it placed on to me~t 
it, and the price covers the tax when it exi ted and when it 
does not exist. 

The Senator from Indiana [Mr. BEVERIDGE] disclosed a few 
days ago beyond all doubt, it seems to me, that the extra tax 
which was placed upon tobacco in 1898 was transferred at once, 
without even the respect of delay which they ought to have 

had for legislators, and that the consumers began to pay it 
immediately, have paid it e.ve:r since,. and are paying it now. 

Yet while. the interested American people are looking on, 
thinking that we are trying to get a tax upon wealth, we are 
solemnly engaged in putting this burden where it will not be 
confined to corporations, but will all be charged to those who 
deal with them, by adding the tax to the price or reducing 
wages. 

Mr. PA.YNE, who was then and still is -a prominent factor in 
legislative afl.'.airs, a man of vast experience in such matters, 
when the time came to repeal the portions of the revenue tax 
of 1898, said = 

It ts true that there were two classes of special taxation in the war-
. revenue bill. These were put in by an ame.ndment ofre.red in the 

Senate and when they came to the committee of confere.nce they we1·e 
ncquie.ced in. I remembe.r making a remark at that time to my as­
sociates on the conference commlttee that they knew and I knew 
that i:f this tax: should be imposed the people who were expected to 
pay it would simply put up the price of sugar and petroleum enough 
to reimburse themselves for the tax which they paid and allow them 
besides a handsome profit No doubt such has been the 'Case. I 
have no doubt that those interests that have been required to pay this 
tax have collected from their customers. more.. than the amount which 
they have paid over to the United States in the form_ of' taxation. 

President l\fcKinley1 in speaking of· the repeal of the war­
revenue act of 1898, insisted upon its repeal, for the r~ason 
that i1t was apparent the great burden of these taxes instead of 
falling upon wealth had fallen upon the great mass of the 
American people. . 

This tax which we laid for the purpose of meeting the ex­
penses of war, and of a war which the Republican party was 
pledged to carry on to a speedy and successful termination, and 
which, as soon as the war was over, we repealed for the p.ur­
po e of relieving- the burdens of the mass of the people, now, 
at a time of profound peace, we come back and put in the same 
place and in the same way, but more extensive and mor~ bur­
densome. I am not old in the service of politics, and perhaps 
it will seem to some more trained in that business impertinent 
upon my pal't to say s<>, but when it is found what the real 
ei!ect of this corporation tax is and who will haie to pay the 
greater portion of 1~ and it is found that the Republican party 
in time of peace must lay this extra burden upon the mass of 
the people in order to sustain the running expenses of the Gov~ 
ernment, if we do not answer for it at the polls it will be be­
ca nse the opposition party has absolutely disintegrated. 

We collected in those three years 211,000,000. It was a war 
measure. Wealth did not pay it They were just as thoi·oughly 
exempted and protected by their process of transferring the 
tax as this bill would exempt the bondholders in this country. 
Without saying that it was drawn for the purpose of exempting 
them, admitting, for the sake of argument, with the President 
that it was legally necessary to do it, yet we are confronted with 
the proposition that this measure absolutely -exempts those 
who can not transfer the tax and taxes those who can transfer 
it t<> the consume·r. 

In his opening speech upon the repeal or the war taxes, in 
December, 1900, Mr. PAYNE said: 

Of' course, Mr. ChairIQan, some may say why not put this tax di­
rectly upon the express companies and te~egraph, companies? _ Well, we 
did consider that, but the express compames bad a right to say to tbeir 
customers bow much they would charge for carrying packages from 
place to place and could easily add the amount of the government tax 
to their charges. I know sometimes gentlemen will close their eyes and 
proceed blindly, as was the case in dealing with the tax on the Standard 
Oil Company and putting a tax on a sugar refinery. as was done. They 
forget to consider that these taxes might possibly not affect the .com­
panies at all, but the consumers; and a review of the history of the last 
two years shows what some gentlemen ~hen anticipated when the tax 
went on in the Senate, that the compames not only got the amount of' 
the tax bacl.lf-, but that the companies got a little additional sum f'l'om 
their customers to enable them to swell their dividends. That was the 
legislation in that regard. In oth~r words, the tax in all instances 
seeks the consumer, and usually, if not arrested in its progress, it finds 
him and forces him to pay the amount due the Government and a little 
additional also to help swell the dividends of the companies upon whom 
it was supposed the tax was levied. 

A.gain he says : 
This latter tax-
Speaking of the tax upon insurances-

Is paid almost entirely by the man who receives the insurance. The 
man who provides for the future of bis family in the event of his death 
by securing a life insurance or in providing an indemnity for the fam­
ily-for his wife and children in case the home should burn down-was 
forced to pay this tax. 

In another place Mr. Payne said: 
If we impose this tax upon the express companies they will simply 

add it to their rate of f'l'eight. • * • They would simply put it 
back in additional charges on the people who send packages by express. 

Mr. Moody, who now occupies an honored position upon the 
Supreme Bench, in discussing the tax states one of the vices of 
the- tax in a very definite- and specific way. He says.: 

The ad valorem weight of such a tax as is proposed here would be 
absolutely crushing to these small companies. 

. 
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Referring to the express companies: cause, after all, when we put a tax upon them we are simply 
Every one of the men engaged in this business with whom I have putting it in their hands to pass it on to their patrons, and it is 

conversed has shown me that they could not continue their business. ineffective so far as being a burden on them? 
They could not endure a tax such as that proposed here and hope to 
operate the business which they have already built up. The whole tax - Mr. BORAH. While the Senator does not seem to appre-
has been annoying, vicious, and burdensome to the people when they ciate the fact, he has submitted here a ·reason why every Sena-
deal with large companies, because the tax has been shoved upon them t ht t t · t d h ld by the action of the companies, sustained by the opinion of the Supreme or oug 0 suppor an mcome ax an s ou oppose this cor-
Court. In whatever form you leave it, the companies will still shove poration tax, because it does not lie within the ingenuity of 
the burden to the people. To the small companies who have carried the man to place the burden of taxation, as it should be placed, with 
~~~~r~ctl~~~selves it has been a calamity, which, if continued,· means equal force upon wealth and con umption, in spite of anything 

l\fr. President, that, to my mind, is one of the inherent vices and all we may do. Our system of taxation is based upon the 
of this measure. The great corporations, which do business pririciple that the incident to the tax finally reaches the low 
upon a large scale practically without competition, where they man, the bottom man, in this cruel and merciless system of 
can raise the price or lower the price in spite of the objection ours. The only thing we can do is to mollify it as much as it 
of anyone, may include this tax in their charges to the public; is possible to do, and we can only mollify it by taxing those 
while the small company, composed ·of the small stockholders things where they can not shift it. But instead of undertaking 
throughout the country, running into thousands and millions; to tax things where they. can not shift it, we always exempt 
which compose the common citizenship of the country, will have them from taxation and put it where they can shift it. 
to pay the tax. So in the end it is the common citizenship Unquestionably the great trusts of this country have trans­
throughout the country that must meet this burden from the ferred their taxes to the consumer. Unquestionably the great 
beginning to the close. corporations of this country have transferred their taxes to 

:Mr. SUTHERLAND. Mr. President-- the consumer to a very large and alarming extent. The men 
The PRESIDING OFFICER (Mr. DIXON in the chair). Does who do not transfer their taxes and can not transfer them are 

the Senator from Idaho yield to the Senator from Utah? the uncounted holders of uncounted millions of bonds whom we 
Mr. BORAH. I do. are exempting from this proposed law at the present time. 
Mr. SUTHERLAND. The income-tax amendment which the Mr. JONES. Mr. President--

Senator is in favor of proposes a tax of 2 per cent on the The PRESIDING OFFICER. Does the Senator from Idaho 
incomes of the . same corporations, as I understand it. If the yield to the Senator. from Washington? 
Senator's argument is sound with reference to the tax proposed Mr. BORAH. I do. 
upon the busine s of these corporations as measured by their Mr. JONES. I should like to ask the Senator whether he 
income, and if the Senator is correct in saying that it will be believes_it is possible to transfer an inheritance tax to any ex­
shifted to the consumer, why will not the same argument apply tent to the consumer. Is not that a tax which can not be 
to that portion of the income-tax amendment for which the transferred to the consumer? _ 
Senator stands? Mr. BORAH.. I do not think you can transfer an inheritance 

l\Ir. BORAH. I propose to discuss that later; but in passing tax. Therefore I am thoroughly in favor of an inheritance tax. 
I will say that any tax to some extent can be transferred to The only reason why I do not favor it as a national measure 
the consumer. But the income tax as drawn by us reaches the is because some 35 or 36 States of the Union have adopted it, 
vast amount of wealth in this country represented by bonds and I would hesitate to take away from or embarrass the States 
and interest upon bonds, fixed and settled incomes, where it can in their power to collect this tax. I would not hesitate a mo­
not be transferred. This bill is drawn so as to absolutely ex- ment to say that I would support the inheritance tax in prefer-
clude those people. ence to this tax, although it is, in a measure, double taxation. 

I do not contend that you can place all the burden of any tax Mr. JONES. Would the passage of a national inheritance 
upon the wealth of the country, and that is the reason why we tax take away from the States their right to t ax inheritances? 
should not be so anxious to protect it by law, because it can Mr. BORAH. Only in the sense that it levies an extra 
protect itself to some extent under any bill that you will draw. burden and it is in the nature of a double taxation. It would 

But I want to call the attention of the Senator from Utah to not legally take it away. Of course we can tax inheritances as 
the fact that under our amendment the untold millions of bonds a matter of law the same as the States can, if we have a 
in this country would be called to pay their proportionate tax, mind to do so. 
while we have a bill here specifically exempting them from Mr. JONES. Is it not also true that the inheritance tax 
the tax. · levied by the States is comparativelS small? I understand 

Mr. SUTHERLAND. Mr. President-- that the percentage is very low. 
The PRESIDING OFFICER. Does the Senator from Idaho Mr. BORAH. It is of course a matter of policy as to whether 

:rield further to the Senator from Utah? we shall go into that field. I ha·rn no doubt that it is a fruit-
Mr. BORAH. I do. ful field, and one which we should utilize. WhHher we should 
Mr. SUTHERLAND. If the Senator, however, is right in say· leaye it to the States, because of the great burdens which are 

ing that the tax imposed by the proposed amendment now under piling upon them exclusively, or go there ourselves is a matter 
consideration would be shifted to the consumer, it seems to me of policy. It reaches, howe>er, that class of property which 
it can be equally true that that portion of the tax imposed by can not 3hift the burden. 
the income-tax amendment upon corporations will be likewise Mr. JO:NES. It would meet very largely the objection the 
shifted. Why should not the Senator eliminate that portion of Senator is making to this proposed tax. 
the income-tax amendment? Mr. BORAH. It would. 

Mr. BORAH. The Senator from Utah is acquainted with the Mr. JONES. As well as the possible transference of the in-
tact that the first income-tax measure, to which I ga>e my sup- come tax to a greater or less degree. 
port in this Chamber, did eliminate it, but when we were forced l\Ir. BORAH. It would. 
to confront the organized and combined efforts of those who in l\Ir. BEVERIDGE. Will the Senator permit me a question? 

· this country are determined that wealth shall not bear its pro- Is not the inheritance tax so just that even if it were double 
portion of the burden, we compromised for the purpose of get- by having both State and Nation tax it, still no injustice would 
ting strength in this Chamber. be done? The person from whom the tax is taken has never 

.~fr. ORA WFOilD. Mr. President-.- earned a dollar of it. It is gi>en him by the .,.race of the 
The PRESIDING OFFICER. Does the Senator from Idaho Government. Is not an inheritance tax so profoundly just that 

yield to the Senator from South Dakota? if it were doubled or even tripled no ·injustice would result? 
Mr. BORAH. I do. Mr. BORAH. That is true, Mr. President. I am not taking 
Mr. CRAWFORD. Would not the objection that a tax levied ~ position a~ainst the_ inheritance tax at all. I was just com­

upon a great corporation can be passed on to the patrons of that mg to the pornt of saymg that the· inheritance tax was one form 
corporation if it is a defect in this bill be a defect universally? which can not be transferred. I want to call the attention of 
In the State of South Dakota we had, as in a number of West- the Senate to the fact, however, that there are a great many 
ern States, a very actirn contest with reference to the amount of people in this country to-day enjoying incomes that they did 
taxes paid by public- ervice corporations. , not make a single dollar of; that they do not even furnish suf-

We often heard the claim made that it made no difference if ficient brains to take care of for any reasonable length of time, 
we did increase the amount of the taxes of the public-service and have to have guardians nppointed. They ought to pay 
corporations 50 per cent or 100 per cent, we would simply be some of the expense of the Government also. 
putting that additional burden upon the people, because the There are vast incomes that the people who are enjoying 
corporntion could increase their charges and recoup .the amount, them did not make any more than the unborn children made 
whatever it might be. If that be carried to its legitimate· con- the property of their parents. We saw an exhibition of this 
clusion, would it not follow that we had better remove all kind of incomes in the city of New York only a few days ago 
taxes from public-service corporations and great t1·usts, be- that reads like one of the chapters from Ferrero's Rome, in 
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the time of Augustus. Yet we are made to enact laws here for 
the purpose of protecting that 'class of wealth when we know 
that already by its ingenuity it protects itself beyond all 
human endurance. 

~Ir. President, when this tax was levied, in 1898, the express 
companies came out boldly and said, "You have levied a tax 
upon us; we notify you that we are not going to pay it; we 
will pass this tax without any hesitancy completely -over to the 
people who do business with us." There was objection to it, 
and the question was asked, Is there no means or method known 
to the law by which when a tax is levied upon a corporation it 
can be made to pay it? 

The consumer said, "Does our Republic furnish us no means 
by which we can compef you to pay that tax? We will try it." 
And o out of the State of Michigan came a contest in which the 
specific question was raised as to whether that tax could be 
transferred to the consumer. I was interested in this question 
for the reason that it was my purpose, lf we could. do so, to 
propose an amendment. I was examining the subject with the 
idea of introducing an amendment to enable this efficient and 
powerful publicity bureau to inquire into the question 
whether or not the tax was being transferred, and lf th~ Gov­
ernment found that it was being transferred under the oleo­
margarine case to levy an extra excise upon those who did 
transfer it. I said to myself, "If the laws of the country per­
mit it, why not put in here an amendment wb.ich will ~nable the 
men who are going out to examine the matter of runmng corpo­
rations to find out whether they are paying it or whether they 
charge it up to the consumer, and lf they do, to make that the 
base of action under the publicity bureau. When I examined 
this case I found the Supreme Court of the United States held 
that not only could they transfer it under that law, but it was 
not within the power of Congress to enact a law. which would 
prevent them from transferring it; that we are powerless under 
our form of government to prevent them from tr!ilnsferring this 
tax openly and boldly from themselves to the consumer. 

Mr. President, I call attention to the language of the Supreme 
Court: · 

But as we have said though the correctness of the claim be arguendo 
taken 'for granted. such concession does not suffice to dispose of the 
essential issues. They are that by the statute the express company is 
forbidden from shifting the burden by an increase of rates, although 
such increased rates be in themsel'ves reasonable. As no express pro­
visions sustaining the propositions are found in the law, they must 
rest solely upon the general assumption that because it is concluded 
that the law has cast upon the express company the duty of paying 
the 1-eent stamp tax, there is hence to be implied a prohibition re­
straining the express company from shifting the burden by means of 
an increase of rates within the limits of what is reasonable. In other 
words the contention comes to this, that the act in question is not 
alone '.a law levying taxes and providing the means for collecting them, 
but is moreover a statute ~termining that the burden. must irrevocably 
continue to be upon the one on whom it is primarily placed. The re­
sult follows that all contracts or acts shifting the burden1 and which 
would be otherwise valid, become void. To add by implication such 
a provision to a tax law would be contrary to its intent. and be in 
conflict with the general object which a law levying taxes is naturally 
presumed to effect uate. Indeed, it seems almost impossible to suppose 
that n purpose of such a ·Character could have been contemplated, as 
the widest conjecture would not be adequate to foreshadow the far­
reaching consequences which would ensue from it. To declare upon 
what person ot· property all taxes must primarily fall is a !JSUal pur- . 
pose of a law levyini:; taxes. To say when and how the ultimate bur­
den of a tax shall be distributed among all the members of society 
would necessitate taking into view every possible contract which can 
be made and would compel the weighing of the final influence of 
every conceivable dealing between man and man. A tax rests upon 
real estate. Can it be said that by the law imposing such a tax it 
was intended to prevent the owner of real pr_operty fr~m taking into 
consideration the amount of a tax: thereon, m determming the rent 
which is to be exacted by him? A tax is imposed upon stock in trade. 
Must it be held that the purpose of such a law is to regulate the price 
at which the goods shall be sold, and restrain the merchant therefore 
from distributing the sum of the tax in the price charged for hiS 
merchandise? As the means by which the burdens of taxes may be 
shifted are as multiform and as various as is the power to contract 
itself it follows that the argument relied on if adopted would control 
almo~t every conceivable form of contract and render them void if 
they had the r esult stated. Thus the price oi all property, the result 
of all production the sum of all wages, would be controlled irre­
vocably by a law ievying taxes, if such a law forbade a shifting of the 
burden of the tax, and avoided all acts which brought about that re­
sult. It can not be doubted that to adopt, by implication, the view 
pressed upon nsi would be to '9'irtually destroy all freedom of contract, 
and in its fina analyses would deny the existence of all rights o:t 
property. And this becomes more especially demonstrable when the 
nature of a stamp tax is taken into considerntion. A stamp duty is 
embraced within the purview of those taxes which are denominated 
indh'ect, and one of the natural characteristics of ·which is, although 
it may not be essential, that they are susceptible of being shifted 
from the person upon whom in the first instance the duty of payment 
is la.id. We are thus invoked by construction to add to the statutes 
a provision forbidding all attempts t0t shift the burden of the stamp 
tax when the nature of the indirect taxation which the statute creates 
suggests a contrary inference. . And, in this connection, although we 
have already called attention to the consequences which most gen­
erally result from the application -0f the doctrine contended for, it will 
not be inappropriate to refer to certain of the provisions of the act 
now under consideration1 which more aptly served to make particularly 
manifest the consequences indicated, thus perfumery, patent medicines, 
and ma:ny other articles are required by the statute to be .stamped by 

the owner before sale. The logical result of the doctrine referred to 
would be that the price of the articles so made amenable to a stamp 
tax could not be increased, so as to shift the cost of the stnmp upon 
the consumer. Yet It is apparent that such 11 construction of the 
statute would be both unnatural and strained. 

The argument is not strengthened by the contention that as the 
law has imposed the stamp tax on the carrier, public policy forbids 
that the carrier should be allowed to escape his share of the public 
burdens by shifting the tax to others who are presumed to have di . 
charged their due share of tax.es. This argmnent of public policy, 1f 
applied to a carrier, would be equally applicable to all the other stamp 
taxes which the law imposes. Nor is the !act that the express com­
pany is a common carrier and engaged in a business in which the 
public has an interest and which is subject to regulation of importance 
in determining the correctness of the proposition relied upon. The 
mere fact that the stamp duty is imposed upon a common carrier does 
not divest such tax o! one of its usual chatacteristics or justly imply 
that the carrier is in consequence of the law deprived of Its Iawfnl 
right .to fix reasonable rates. Unquestionably a carrier is subject to 
the requirement of reasonable rates i but, as we have seen, no que tlon 
bt the intrinsic unreasonableness of the rates charged arises on this 
record or is at issue in this cause. As previously pointed out to 
decide as a matter of law that rates are essentially unreasonable from 
the mere fact that their enforcement will operate to shift tbe burden 
of a stamp tax would be in effect but to hold that the act of Con°Tc s, 
by the mere fact <>f imposing a stamp tax, forbids all attempts to shift 
it, and consequently that the carrier is deprived by the law of the righ t 
to fix rates, even although the limit of reasonable rate be not trun­
scended. This reduces the contention back to the unsound proposition 
which we have already '0Xamined and dlSIJosed of. (American Express 
Co. v. Michigan, 177 U. S. Repts., p. 412.) 

Mr. SUTHERLAND. Mr. President, will the Senator permit 
me to ask him a question right there? 

The PRESIDING OFFICER Does the Senator from Idaho 
yield to the Senator from Utah? 

Mr. BORAH. I do. 
Mr. SUTHERLAND. Mr. President, does not the argument 

of the Senator from Idaho, carried to its logical conclusion, 
prove altogether too much? If it is a valid objection to this 
proposed amendment that the- burden of the tax mny be shifted 
to the patron or to the consumer, is that not also a reason why 
we should repeal all existing taxes--state taxes upon common 
carriers · nnd upon other persons who may likewise shift the 
burden? For example, it is perfectly clear that when a tax 
is imposed upon a railroad company, the amount of that tax is 
shifted to the patrons of the road. If the argument of the 
Senator be sound, why should he not go far enough to say that 
that tax should be repealed and that we should not tax rail­
road companies or similar c.-0rporations at all? 

Mr. BORAH. Mr. President, bearing in mind that we have 
a Government which has to be supported and that civilization 
depends upon the fact that we maintain a government rather 
than to follow the somewhat startling suggestion of the Sen­
ator from Utah [Mr. SUTHERLAND] and repeal all taxes, I 
should prefer, if I can, to put a part of the taxes where they 
can not be shifted. I do not want the Senator from Utah to 
forget that this contest in this Senate Chamber is not over the' 
raising of a small temporary revenue, but it is over the propo­
sition of whether we shall change the great principle of taxa­
tion in this country and place a part of the tax where it can 
not be shifted to the common citizenship of the country. We 
are not going to go back, Mr. President, to the owls and bats. 
Rather than to say we sh.nil not put a part of this tax where it 
can not be shifted, we shall continue this contest until the un­
controllable wrath of the American people shall waken us to the 
fact that the great disparity between wealth and poverty in this 
country arises more out of our system of taxation than it does 
from the so-called " trusts." When you can put all the burden of 
government in one place, it is not long before you have that con­
dition of affairs, whether it is in a republic or a monarchy, where 
the great masses are bearing the burden and the few are living 
upon the efforts of the masses. 

Mr. President, to illustrate further, our system of taxation had · 
its origin in the period of feudalism, when the tax was laid upon 
those, and those only, who could not resist the payment of it. 
That was the first tax under our present taxing system. The 
plan then was, as stated by a nQted writer-and it was earnestly 
argued in those days-that it was a proper distribution of the 
burdens of government that the clergy should pray for the 
government, the nobles fight for it, and the common people 
should pay the taxes. The first fruits of that system, and the 
first modification of that system, were had during that economic 
and moral convulsion which shook the moral universe from 
center to ctrcumference--the French revolution. Historians 
dispute to-daJ( as to the cause of the French revolution. If 
you would know the cause, you will not find it in the days trans­
piring with the fall of the Bastile; you will not find it in the 
days when Robespierre, drunlc with human blood, leaned against 
the pillars of the assembly, as he listened to his own doom. It 
is back of that. It is in those immediate years preceding, when 
the burden of government had become intolerable, when the 
Stipends paid to the miserable satellites of royalty had become 
criminal; when bill'eaucracy reached 'Out into every part of the 
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nation and bore down upon the energies and the industries of 
the common man; and when, Mr. President, 85 per cent of that 
fearful burden was collected from the peasantry of France. 
which forced them from their little homes and farms into the 
sinks and dives of Paris, where the French revolution was born. 

The history of taxation is well worthy of the attention of 
those who believe that, in order to maintain a republic, we 
must always have at the base of our civilization an intelligent, 
free, and, to some extent, an unburdened citizenship. No, Mr. 
President, we will not repeal all taxes; but we will distribute 
the burdens; though we may not do it this session, and I do 
not suppose we will, we will do it before this fight is o>er. 

Mr. President, I have called attention to that period when 
the revenue act of 1898 was before Congress. Certain news­
papers of the country and, to a certain extent, all the great 
corporations without any exception, bitterly opposed that tax. 
They : did not know how easy it would be appa1·ently, not there­
tofore having had a special tax laid upon them, to transfer it. 
The main proposition of taxing corporations was defeated, but 
the amendment co>ering two classes of business went through. 
Of course certain stamp taxes were enacted which the corpora­
tions were supposed to pay. Then they began this contest. 
They demonstrated the fact, as a practical proposition, that 
they could transfer it; they demonstrated, as a _matte1 .. of law, 
that they hnd a right to transfer it; and they demonstrated, as 
a matter of law, that there was no power in Congress to pre­
vent the transfer. So to-day we are advised through news­
papers that the great corporations in the land are saying, "put 
on this tax in preference to the income tax." 

I do not want it to be understood that I am charging that 
the Finance Committee has gone about this for the purpose of 
doing such a thing. They may stand upon the legal proposition 
that, ratber than submit another question to the Supreme Court, 
they would do this; but the result of the legislation is the same. 
Whether from one motive or another, the result of it is that 
the great corporations, controlling the great industries in this 
country, are standing side by side with the Committee on 
Finance in support of this proposition in preference to the in­
come tax. - Why? Because they can transfer this tax; while 
that class of men, that vast amount of wealth to which the 
Senator from Iowa [Mr. CUMMINS] called attention, can not 
transfer. 

Speaking of the decisions, Mr. President, and the idea. of going 
to the Supreme Court again, I will digress to say just a word 
now, rather than later. It seems to me, with all due respect 
to those who suggest this proposition, that it is based upon an 
incorrect idea both as to the function of the court and the re­
la tion of the people to the court. It is a great tribunal; it is a 
tribunal having power to wreck or to sustain the Government, 
although without command of sword or purse. 

But, Mr. President, think of this argument: Away back, just 
after the Constitution was adopted, Congress put a tax upon 
what they then called "luxuries" or "wealth;" those who had 
carriages, and could use them for their own personal use. 
Wealth went to the Supreme Court of the United States and 
tested that proposition, and said that it was a direct tax under 
the Constitution; but the Supreme Court sustained the tax. 

We come down to the great civil war, and the fathers who 
organized the Uepublican party-Abraham Lincoln, Salmon P. 
Chase, Charles Sumner, and that class of men-again laid the 
taxing power upon the wen Ith of this country in the form of 
tax on incomes. Wealth went again to the Supreme Court, and 
did what? Asked them to reconsider the opinion of fifty-odd 
years before, when they had settle(! and said what a direct tax 
was. The court passed upon it again. In a short time the same 
class of people went again to the Supreme Court; and, notwith­
standing the fact that there had been a unanimous opinion as 
to what a direct tax was. they again asked them to reconsider it. 

The next time those who were seeking to escape taxation, 
having three decisions of the Supreme Court before them, they 
went again to the Supreme Court and asked them to reconsider; 
and the Supreme Court, w1th that patience and broad minded­
nes~ whkh has nlways characterized that great tribunal, again 
went carefu11y into the question, reviewed its former decisions, 
went into the history of the Constitution and its making, and 
again told tile wealth of this country what constituted direct 
taxes. Four times they had interpreted the Constitution by, a 
unanimous judgment of the court; but still again they came and 
asked the Supreme Court to once more review its decisions. 
For nearly one hundred years, beginning with those who wrote 
the Constitution of the United States, down until years after the 
cJoi;:c of the great war those who were seeking to escape taxa­
tion went again ~md again to the Supreme Court, and in the 
face of those decisions, unanimous as they were, asked . for a 
review and a reconsideration of the question. The Suprem.e 

Court, with pntience and care, examined the subject again in 
all its ramifications. Time passed on, and in 1894 another law 
was enacted taxing the incomes of the country, and notwith­
standing tJw fh·e decisions of the Supreme Court defining a 
direct tax, the untaxed wealth and the untaxed incomes of this 

·couutry b·aveled their way to the Supreme Court again and 
asked the Supreme Court to review five unanimous decisions as 
to wh1:1t is a direct tax. They succeeded in what? By a bare 
majority of one, against the decisions preceding, they succeeded 
in establishing a different rule of interpretation. As to that de­
cision Mr. Justice White said: 

My inabillty to agree with 1;he court in the conclusions wbich it has 
just expressed causes me mucb regret. Great as is my respect for any 
view by it announced, I can not reAist the conviction that its cpinion 
and dect·ee in this cru;e virtually annals its previous decisions in regard 
to the powers of Congress on the subject of taxation, and is therefore 
fraught with danger to the court, to each and every citizen, and to the 
Republic. 

As to that decision these are searching words of Mr. Ju!'tice 
Harlan: 

In my judgment, to say nothing of the disregard of former adjudica­
tions of this court and of the settled practice of the Government, this 
decision may well excite the gravest apprehensions. It strikes at the 
very foundation of national authority, in that it denies to tbe General 
Government a power wbich is, or may become, vital to the very exist­
ence and preservation of the Union in a national emergency such as 
that of a war with a great commercial nation, during which the collec­
tion of duties upon imports will cease or be materially diminished. 
• • • The decision now made may provoke a contest in this country, 
from which the American people would have been spared if the court 
had not overturned its former adjudications and bad adhered to the 
principles of taxation upon which our Government, following the re­
peated adjudications of this court, has always be.en administered. 
'l'houghtful, conservative men have uniformly beld that government 
could not be safely administered, except upon principles of right, justice, 
and equality-without discrimination against any part of the ' people 
because of their owning or not owning visih e property. or lwcau e of 
their having or not having incomes from bonds and stocks. But by its 
present construction of the Constitution the court, for the first time 
in all its history, declares that our Government ha been so framed 
that in matters of t:.txation for its support and maintenance those who 
have Incomes derived from the i·enting of real estate or from the leasing 
or using of tangible property, bonds, stock, and investments of wbat­
~ver kind, have privileges that can n.ot be accorded to those having 
mcomes derived from tbe labor of their hands or the exercise of their 
skill or the use of their brains. 

Since that bare majority of one has been obtained, Senators 
urge that the great masses of the Americalf'" people, who are 
asking to have this tax burden distributed, shall not go again 
to the court to have that question considered, out of a mere 
delicacy of consideration for that tribunal. 

Mr. President, that great tribunal, whose judgments and de­
crees deal with the destiny of 46 so-,·ereign Commonwealths and 
with all the plans and purposes of a great Nation, within whose 
jurisdiction are found the rights and liberties of the humblest 
citizen, and the complex and ever-haunting problems of state 
and national sovereignty, can not be too jealously guarded or 
profoundly honored to suit me. If we differ upon that question 
we differ only as to the method of making known our respect 
for its power and our concern for its continued usefulness and 
honor. As a citizen, I bow uncomplainingly to its judgment; as 
a lawyer, I seek its decisions as the wisest and most profound 
expositions of the law to be found among our own people or 
elsewhere, controlling and authoritative, not simply because 
the Constitution makes them so, but because of their learning 
and research and wealth of reasoning; but, sir, as a le .... islatol', 
sworn to uphold and maintain the Constitution, pledged to pre­
serve it in all its integrity of purpose, I most respectfully sub­
mit that I am not precluded from carrying to that tribunal for 
its reconsideration a question upon wtlch they were all but 
evenly divided. Where great and powerful intellects trained in 
constitutional law, each determined to arrirn at a sound and 
righteous conclusion, differ by a bare margin of one, and by 
such difference overturn the precedents and practice of -a 
century, and by such difference o>erturn the precedents upon 
which we had collected millions from the American people and 
fought the great battles of the Union, who will tell me that 
under such circumstances it is an assault to the dignity of the 
court or an undermining of its confidence to ask it again to re-
consider that question? · 

l\1r. President, the mere change of opinion upon ·a specific 
question of law submitted is a small item to mar the confidence 
of the people in that august body. Our confidenc~ is best as­
sured and most definitely determined when it is ascertained 
that although specific errors may creep in, errors which are 
human, the inherent bent of its innate strength and virtue, 
the compelling power of its intellectual int~rity are to correct 
those error s, so that, in the wide sweep of the years, its judgments 
may stand the test of reason and the strain of time. Sir, I 
honor th::it trihnnal by appealin~ to its great patience, its tol­
erance, its willingness so magnificently exhibited upon scores 
of occasions to reexamine its own opinions. Let us do our 
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duty as we understand it, with a due regard to the rights of 
the people and our sworn obligations here, and trust the great 
jurists, who now occupy places upon that bench and who rank 
well in heart and brain with their great predecessors, to pro­
tect and preserve the integrity and honor of that bench, and 
transfer it unimpaired and untarnished to succeeding genera-
tions. · 

1\lr. CLAPP. Mr. President--
The PRESIDING OFFICER (Ur. DrxoN· in the chair). 

Does the Senator from Idaho yield to the Senator from Min­
nesota? 

l\lr. BORAH. I do. 
l\Ir. CLAPP. I move that the Senate adjourn. 
Mr. BURROWS. Ir. President, do I understand that it is the 

desire of the Senator from Idaho to discontinue at this time? 
Mr. BORAH. l would prefer not to go on. 
Mr. BURROWS. If the Senator would prefer to go on, there 

is ample time--
1\lr. BORAH. I would prefer to discontinue for the present. 
Mr. CLAPP. Of course I would not have made the motion if 

it were not agreeable to the Senator from Idaho. 
The PRESIDING OFFICER. The Chair did not fully under-

stand the Senator from l\linnesota. 
Mr. CLAPP. I move that the Senate adjourn. 
Mr. SMOOT. Mr. President--
Mr. LA FOLLEY.rTE. The ·question is not debatable, Mr. 

President. 
Mr. BURROWS. I suggest to the Senator from Idaho, if it 

would not be disagreeable to him, that it is only half past 5, 
and we could procee.d for a little time longer. 
· Mr. BORAH. If it is desired, I can proceed until G o'clock. 

l\Ir. BAILEY. Mr. President, I think a motion to adjourn 
is not debatable; and I ask the Chair to submit to the Senate 
the motion of the Senator from Minnesota [i\Ir. CL.APP]. 

Mr. BURROWS. Of course, it is not debatable--
The PRESIDING OFFICER. The Chair understands the 

motion is not debatable, and that the debate is proceeding by 
unanimous consent. 

Mr. - BURROWS. But the Senator from Idaho says ·he is 
willing to proceed until G o'clock. . 

l\1r. SMOOT. If the Senator from Idaho does not desire to 
continue, it is possible that some other -Senator cnn go on and 
let the Senator from Idaho rest. A good many Senators, in ad­
dition to the Senator from Idaho, desire to speak on this subject. 

Mr. BEVERIDGE. If a motion to adjourn is made, unless the 
Senator making it withdraws it, it can not be debated. 

Mr. SMOOT. Is there not a unanimous-consent agreement 
that we shall continue in session until 7 o'clock? 

The PRESIDING OFFICER. The question is on the motion 
of the Senator from Minnesota. 

l\Ir. BEVERIDGE. Unless the Senator withdraws it-­
Mr. CLAPP. I do not withdraw it. 
The PRESIDING OFFICER. The question is on the motion 

of the Senator from Minnesota [l\lr. CLAPP]. [Putting the ques­
tion.] By the sound the "noes" appear to ha-ve it. 

Mr. CLAPP and Mr. LA FOLLETTE called for the yeas and 
nays. 

The PRESIDING OFFICER. The yeas and nays are de­
manded. 

:Mr. SMOOT. I suggest the absence of a quorum. 
1\Ir. LA FOLLE'l"'TE. You will not find a quorum here, if 

~ou call the roll. 
1\Ir. BURROWS. There ought not to be any difficulty about 

this matter. I understand the Senator from Idaho is willing 
to proceed until 6 o'clock. 

1\fr. B r. .. KELEY. Some of us who ham been sitting here_ all 
day listening, however, are just as eager to go as the Senator 
who has been speaking. 

Mr. KEJ.AN. We should like to get through with this bill, if 
we can. 

Mr. BULKELEY. I do not sec how you can finish it to-night. 
l\Ir. BAILEY. You will not make any progress by trying to 

force a man to speak when he is exhausted. 
1\lr. S~IOOT. I have no desire to do so, 1\Ir. President. 
The PRESIDING OFFICER. Is there a second to the de­

mand for the yeas and nays? 
The yeas and nays "ere ordered, and the Secretary proceeded 

to call the roll. 
1\fr. DILLINGHAM (when his name was called). I am paired 

with the senior Senator from South Carolina [l\fr. TILLMAN]. 
As he is not present, I withhold my vote. 

Mr. FLETCHER (when Mr. TALIAFERRO'S name was called). 
The senior Senator from Florida [Mr. TALIAFERRO] is paired 

; with the senior Senator from _West Virginia [Mr. ELKINS]. 
; The roll call was concluded. 

Mr. BRIGGS (after having Yoted in the negative). I inquire 
if the senior Senator from Alabama [l\lr. BANKHEAD] has 
voted? 

The PRESIDING OFFICER. The Chair is informe<l that he 
has not. 

Mr. BRIGGS. I have a pair with that Senator, and therefore 
withdraw my -vote. 

Mr. l\IcLA URIN. I inquire if the Sena tor from Michigan 
[Mr. SMITH] has -voted? 

The PRESIDING OFFICER. The Chair is informed that 
he has not. 

l\Ir. l\IcLAURIN. Then I withhold my yote, as I am paired 
with that Senator. 

l\Ir. BACON. I desire to announce that the Senator from 
Tennessee [Mr. FRAZIER] is absent from the Chamber on account 
of illness. 

The result was announced-yeas 34, nays 17, as follows : 

Bacon 
Bailey 
Borah 
Bourne 
Bristow 
Brown 
Bulkeley 
Clapp 
Clark, Wyo. 

Brandegee 
Burkett 
Burrows 
Carter 
Cullom 

Clay 
Crawford 
Culberson 
Cummins 
Daniel 
Dick 
Fletcher 
Foster 
Gamble 

Curtis 
Flint 
Gallinger 
Guggenheim 
Kean 

YE.AS-34. 
Hughes 
Johnson, N. Dak. 
Jones 
La Follette 
Money 
Nelson 
Newlands 
Overman 
Owen 

NAYS- 17. 
L-Odge 
Olivet· 
Root 
Scott 
Smoot 

NOT VOTL G-41. 
Aldrich Depew Johnston, Ala. 
Bankhead Dillingham Lorimer 
Beveridge Dixon Mccumber 
Bradley Dolliver McEnery 
Briggs du Pont McLaurin 
Burnham Elki.ns Martin 
Burton Frazier Nixon 
Chamberlain Frye P aynter 
Clarke, Ark. Gore Penrose 
Crane Hale Rayner 
Davis Heyburn Richardson 

Page 
Perkins 
Piles 
Simmons 
Smith, S. C. 
Stone 
Warner 

Sutherland 
Warren 

Shively · 
Smith, Md. 
Smith, Mich. 
Ste~henson 
Taha ferro 
Taylor 
Tillman 
Wetmore 

S.o the motion was agreed to_; and (at 5 o'clock and 45 
minutes p. m.) the Senate adjourned until to-morrow, Thurs­
day, July 1, 1909, at 10 o'clock a. m. 

SENATE. 

TnunsDAY, J uly 1, 1909. 
The Senate met at 10 o'clock a. m. 
Prayer by the Chaplain, Rev. Ulysses G. B. Pierce, D. D. 
The Journal of yesterday's proceedings was read and approved. 

ENROLLED BILL SIGNED. 
A message from the House of Representati'\"eS, by l\Ir. W. J. 

Browning, its Chief Clerk, announced that the Speaker of the 
House had signed the enrolled bill ( H. R. 1033) to provide for 
the Thirteenth and subsequent decennial censuses, and it was 
thereupon signed by the Vice-President. 

PETITIONS AND MEMORIALS. 
The VICE-PRESIDENT presented a petition of the Com­

mercial Travelers' Protective Association of America, praying 
that Congress grant Dr. T. ·R. Timby, of Brooklyn, N. Y., a re­
hearing before the Court of Claims, which was referred to the 
Committee on Claims. · 

Ile also presented an address by the Colony of Persia in 
Egypt through its committee of award relating to the evacua­
tion of Bushir, etc., which was referred to the Committee on 
Foreign Relations. 

Mr. JONES presented a memorial of the Clearing House As­
sociation of Spokane, Wash., remonstrating against the adop­
tion of the so-called "Bailey-Cummins income-tax amendment" 
to the pending tariff bill, which was ordered to lie on the table. 

l\fr. SHIVELY presented a petition of sundry citizens of the 
United States, praying that an· appropriation be made to reim­
burse them for losses sustained dUI"ing the military operations 
at Samoa in March, April, and May, 1899, which was referred 
to the Committee on Foreign Relations. 

IlILLS INTRODUCED. 
The following bills were introduced, read the first time, and, 

by unanimom~ consent the second time, and referred as follows: 
By Mr. SHIVELY : 
A bill ( S. 2801) granting an increase of pension to Michael 

Collins; 
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